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BUREAU OF CONSUMER FINANCIAL
PROTECTION

12 CFR Part 1026

[Docket No. CFPB—2011-0031]

RIN 3170-AA06

Truth in Lending (Regulation Z)

AGENCY: Bureau of Consumer Financial
Protection.

ACTION: Interim final rule with request
for public comment.

SUMMARY: Title X of the Dodd-Frank
Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act)
transferred rulemaking authority for a
number of consumer financial
protection laws from seven Federal
agencies to the Bureau of Consumer
Financial Protection (Bureau) as of July
21, 2011. The Bureau is in the process
of republishing the regulations
implementing those laws with technical
and conforming changes to reflect the
transfer of authority and certain other
changes made by the Dodd-Frank Act.
In light of the transfer of the Board of
Governors of the Federal Reserve
System’s (Board’s) rulemaking authority
for the Truth in Lending Act (TILA) to
the Bureau, the Bureau is publishing for
public comment an interim final rule
establishing a new Regulation Z (Truth
in Lending). This interim final rule does
not impose any new substantive
obligations on persons subject to the
existing Regulation Z, previously
published by the Board.

DATES: This interim final rule is
effective December 30, 2011. Comments
must be received on or before February
21, 2012.

ADDRESSES: You may submit comments,
identified by Docket No. CFPB-2011-
0031 or RIN 3170-AA06, by any of the
following methods:

e FElectronic: http://
www.regulations.gov. Follow the
instructions for submitting comments.

e Mail: Monica Jackson, Office of the
Executive Secretary, Bureau of
Consumer Financial Protection, 1500
Pennsylvania Avenue NW., (Attn: 1801
L Street), Washington, DC 20220.

e Hand Delivery/Courier in Lieu of
Mail: Monica Jackson, Office of the
Executive Secretary, Bureau of
Consumer Financial Protection, 1700 G
Street NW., Washington, DC 20006.

All submissions must include the
agency name and docket number or
Regulatory Information Number (RIN)
for this rulemaking. In general, all
comments received will be posted
without change to http://
www.regulations.gov. In addition,

comments will be available for public
inspection and copying at 1700 G Street
NW., Washington, DC 20006, on official
business days between the hours of 10
a.m. and 5 p.m. Eastern Time. You can
make an appointment to inspect the
documents by telephoning (202) 435—
7275.

All comments, including attachments
and other supporting materials, will
become part of the public record and
subject to public disclosure. You should
not include sensitive personal
information, such as account numbers
or social security numbers. The Bureau
will not edit comments to remove any
identifying or contact information.

FOR FURTHER INFORMATION CONTACT:
Catherine Henderson or Paul Mondor,
Office of Regulations, at (202) 435-7700.

SUPPLEMENTARY INFORMATION:

I. Background

Congress enacted the Truth in
Lending Act (TILA) based on findings
that the informed use of credit resulting
from consumers’ awareness of the cost
of credit would enhance economic
stability and would strengthen
competition among consumer credit
providers. One of the purposes of TILA
is to provide meaningful disclosure of
credit terms to enable consumers to
compare credit terms available in the
marketplace more readily and avoid the
uninformed use of credit. TILA’s
disclosures differ depending on whether
credit is an open-end (revolving) plan or
a closed-end (installment) loan. TILA
also contains procedural and
substantive protections for consumers.

Historically, Regulation Z of the
Board of Governors of the Federal
Reserve System (Board), 12 CFR part
226, has implemented TILA. The Dodd-
Frank Wall Street Reform and Consumer
Protection Act (Dodd-Frank Act)?
amended a number of consumer
financial protection laws, including
TILA. In addition to various substantive
amendments, the Dodd-Frank Act
transferred rulemaking authority for
TILA to the Bureau of Consumer
Financial Protection (Bureau), effective
July 21, 2011.2 See sections 1061 and
1100A of the Dodd-Frank Act. Pursuant
to the Dodd-Frank Act and TILA, as
amended, the Bureau is publishing for
public comment an interim final rule
establishing a new Regulation Z (Truth
in Lending), 12 CFR Part 1026,
implementing TILA (except with respect

1Public Law 111-203, 124 Stat. 1376 (2010).

2 Section 1029 of the Dodd-Frank Act excludes
from this transfer of authority, subject to certain
exceptions, any rulemaking authority over a motor
vehicle dealer that is predominantly engaged in the
sale and servicing of motor vehicles, the leasing and
servicing of motor vehicles, or both.

to persons excluded from the Bureau’s
rulemaking authority by section 1029 of
the Dodd-Frank Act).

II. Summary of the Interim Final Rule
A. General

The interim final rule substantially
duplicates the Board’s Regulation Z as
the Bureau’s new Regulation Z, 12 CFR
part 1026, making only certain non-
substantive, technical, formatting, and
stylistic changes. To minimize any
potential confusion, the Bureau is
preserving the numbering system of the
Board’s Regulation Z, other than the
new part number. While this interim
final rule generally incorporates the
Board’s existing regulatory text,
appendices (including model forms and
clauses), and supplements, the rule has
been edited as necessary to reflect
nomenclature and other technical
amendments required by the Dodd-
Frank Act. Notably, this interim final
rule does not impose any new
substantive obligations on regulated
entities.

B. Specific Changes

References to the Board and its
administrative structure have been
replaced with references to the Bureau.
In particular, certain model and sample
forms in Appendix G (Open-End Model
Forms and Clauses) have been revised to
change references to the Board (and its
Web site) to the Bureau (and its Web
site). The revised forms are the
Applications and Solicitations model
and samples for credit cards, G-10(A)
through G-10(C), and the Account-
Opening model and samples for credit
cards, G-17(A) through G-17(C).
Similarly, references to other agencies
that no longer exist (e.g., the Office of
Thrift Supervision and the Federal
Home Loan Bank Board) have been
updated as appropriate.

Conforming edits have been made to
internal cross-references and addresses
for filing applications and notices.
Certain comments reflecting the Board’s
past state law preemption and
exemption determinations have been
amended to clarify that these
determinations continue in effect
pending Bureau action to the contrary.
Appendix I, entitled “Federal
Enforcement Agencies,” is being
removed and reserved because it was
designed to be informational only and is
unnecessary for purposes of
implementing the TILA, as amended.
Conforming edits have also been made
to reflect the scope of the Bureau’s
authority pursuant to TILA, as amended
by the Dodd-Frank Act. Historical
references that are no longer applicable,
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and references to effective dates that
have passed, have been removed as
appropriate.

In addition, certain changes have been
made to the text of the Board’s
Regulation Z to conform to current
codification standards of the Code of
Federal Regulations. For example,
previously undesignated paragraphs in
the regulation and the official
commentary have been enumerated, and
footnotes have been eliminated and
their substance moved to the body of the
regulation as appropriate. Other
provisions have been redesignated as
necessary to accommodate these
changes.

Most significantly, the Board’s
§§226.5a and 226.5b have been
renumbered as §§1026.60 and 1026.40,
respectively. These two sections, as
numbered in the Board’s existing
Regulation Z, do not meet the current
requirements for section numbering for
publication in the Code of Federal
Regulations. See 1 CFR 21.11(g).
Because existing § 226.5a relates to
credit card disclosures, the Bureau is
codifying it as § 1026.60 so that it will
appear in subpart G, Special Rules
Applicable to Credit Card Accounts and
Open-End Credit Offered to College
Students. Because existing § 226.5b
relates to home-equity plans, the Bureau
is codifying it as § 1026.40 so that it will
appear in subpart E, Special Rules for
Certain Home Mortgage Transactions.
All existing cross-references to these
two sections are changed accordingly
throughout the Bureau’s new Regulation
Z.

In addition, existing §§ 226.5a(b)(15)
and 226.6(b)(2)(xiv) require card issuers
to include in their applications and
solicitations disclosures and their
account opening disclosures,
respectively, a reference to the Web site
established by the Board and a
statement that consumers may obtain on
the Web site information about
shopping for and using credit cards.
This interim final rule revises those
provisions to require a reference to the
Bureau in §§ 1026.60(b)(15) and
1026.6(b)(2)(xiv). As noted above, the
affected model forms in Appendix G are
revised accordingly. The Bureau
recognizes that this change to the
disclosure requirements will require
card issuers that maintain standardized
disclosure forms in their systems to
make modifications to those systems. To
afford adequate time to make such
modifications, the Bureau is also adding
to §§1026.60(b)(15) and
1026.6(b)(2)(xiv) a provision that, until
January 1, 2013, issuers may substitute
for the required reference a reference to
the Web site established by the Board of

Governors of the Federal Reserve
System. Similarly, the Bureau is adding
to comment app. G-5 a new paragraph
viii to clarify that, until January 1, 2013,
issuers using model forms G—10(A) and
G-17(A) may substitute references to the
Board and its Web site for the references
to the Bureau and its Web site contained
in those models. This provision
preserves the safe harbor for card issuers
using the old version of these models
until they have modified their systems
as necessary, provided they do so by
January 1, 2013.

Finally, the Bureau is correcting two
typographical errors in the Board’s
existing Regulation Z in conjunction
with its republication as the Bureau’s
Regulation Z. Following is a discussion
of each correction, in order by section
of the regulation.

Section 1026.36 Prohibited Acts or
Practices in Connection With Credit
Secured by a Dwelling

36(a) Loan Originator and Mortgage
Broker Defined

The Board’s existing comment 36(a)—
4 contains a typographical error that
inadvertently misstates the test for
whether a person is a loan originator
subject to the rules governing
compensation paid to loan originators.
Under existing § 226.36(a)(1), a loan
originator is defined as a person who,
for compensation or other monetary
gain, or in expectation of compensation
or other monetary gain, arranges,
negotiates, or otherwise obtains an
extension of consumer credit for another
person. Thus, the test essentially has
two components, both of which must be
present for a person to be a loan
originator: (i) compensation or monetary
gain; and (ii) the arranging, negotiating,
or otherwise obtaining of consumer
credit.

The comment discusses this test in
the context of managers and
administrative staff, who generally are
not loan originators under the
definition, but it frames the discussion
in the negative. The comment provides
that such persons are not loan
originators if they do not arrange,
negotiate, or otherwise obtain an
extension of credit for a consumer, and
their compensation is not based on
whether any particular loan is
originated. Thus, as written, the
comment could be read to require that,
to be excluded from coverage as loan
originators, managers and
administrative staff must both not
arrange extensions of consumer credit
and not receive compensation that
depends on a particular loan being
originated. Such a reading would be

contrary to the definition in the
regulation, which covers a person only
if both components are present. For this
reason, the Bureau’s comment 36(a)—4
reads “or”” where the Board’s existing
comment reads “and,” thus ensuring
that the comment is consistent with the
regulatory provision.

Section 1026.46 Special Disclosure
Requirements for Private Education
Loans

46(b) Definitions
46(b)(5) Private Education Loan
46(b)(5)(iii)

The Board’s existing § 226.46(b)(5)(iii)
provides that the term “private
education loan” does not include
“open-end credit any loan that is
secured by real property or a dwelling.”
As adopted by the Board, this provision
inadvertently omitted the word “or”
between “open-end credit” and “any
loan that is secured by real property or
a dwelling.” Thus, as written, the
provision is unclear but could be
interpreted to exclude from “private
education loan” only open-end credit
that is secured by real property or a
dwelling, whereas it was intended to
exclude all open-end credit, regardless
of whether secured, and all loans that
are secured by real property or a
dwelling, whether open- or closed-end.
In the SUPPLEMENTARY INFORMATION to
the final rule that adopted
§ 226.46(b)(5)(iii), the Board stated that
the term ““private education loan” was
being adopted substantially as proposed
and noted that under the proposal “[a]
private education loan excluded any
credit otherwise made under an open-
end credit plan. It also excluded any
closed-end loan secured by real
property or a dwelling.”” 74 FR 41194,
41203 (Aug. 14, 2009). To correct this
error, the Bureau’s § 1026.46(b)(5)(iii)
inserts the word “or” in the appropriate
place.

IIL. Legal Authority

A. Rulemaking Authority

The Bureau is issuing this interim
final rule pursuant to its authority under
TILA and the Dodd-Frank Act. Effective
July 21, 2011, section 1061 of the Dodd-
Frank Act transferred to the Bureau the
“consumer financial protection
functions” previously vested in certain
other Federal agencies. The term
“consumer financial protection
function” is defined to include “all
authority to prescribe rules or issue
orders or guidelines pursuant to any
Federal consumer financial law,
including performing appropriate
functions to promulgate and review
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such rules, orders, and guidelines.” 3
TILA is a Federal consumer financial
law.# Accordingly, effective July 21,
2011, except with respect to persons
excluded from the Bureau’s rulemaking
authority by section 1029 of the Dodd-
Frank Act, the authority of the Board to
issue regulations pursuant to TILA
transferred to the Bureau.5

The TILA, as amended, authorizes the
Bureau to “prescribe regulations to carry
out the purposes of [TILA].” ¢ These
regulations may contain such
classifications, differentiations, or other
provisions, and may provide for such
adjustments and exceptions for any
class of transactions, that in the
Bureau’s judgment are necessary or
proper to effectuate the purpose of
TILA, facilitate compliance with TILA,
or prevent circumvention or evasion of
TILA.7 Numerous other provisions of
TILA, as amended, also authorize the
Bureau to issue regulations, including
model forms and changes.8 In its
existing regulation, the Board used this
TILA authority to establish extensive
rules that promote the informed use of
credit by mandating disclosures and to
regulate substantively certain credit
practices.®

B. Authority To Issue an Interim Final
Rule Without Prior Notice and Comment

The Administrative Procedure Act
(APA) 10 generally requires public
notice and an opportunity to comment
before promulgation of regulations.?
The APA provides exceptions to notice-
and-comment procedures, however,
where an agency for good cause finds
that such procedures are impracticable,
unnecessary, or contrary to the public
interest or when a rulemaking relates to

3 Public Law 111-203, section 1061(a)(1).
Effective on the designated transfer date, the Bureau
is also granted “‘all powers and duties” vested in
each of the Federal agencies, relating to the
consumer financial protection functions, on the day
before the designated transfer date. Until this and
other interim final rules take effect, existing
regulations for which rulemaking authority
transferred to the Bureau continue to govern
persons covered by this rule. See 76 FR 43569 (July
21, 2011).

4Public Law 111-203, section 1002(14) (defining
“Federal consumer financial law” to include the
“enumerated consumer laws”’); id. Section 1002(12)
(defining “enumerated consumer laws” to include
TILA).

5 Section 1066 of the Dodd-Frank Act grants the
Secretary of the Treasury interim authority to
perform certain functions of the Bureau. Pursuant
to that authority, Treasury is publishing this interim
final rule on behalf of the Bureau.

6 Public Law 111-203, section 1100A(2); 15
U.S.C. 1604(a).

7Id.

8 See, generally, 15 U.S.C. 1601 et seq.

9 See the Board’s Regulation Z, 12 CFR Part 226.

105 U.S.C. 551 et seq.

115 U.S.C. 553(b), (c).

agency organization, procedure, and
practice.12 The Bureau finds that there
is good cause to conclude that providing
notice and opportunity for comment
would be unnecessary and contrary to
the public interest under these
circumstances. In addition, substantially
all the changes made by this interim
final rule, which were necessitated by
the Dodd-Frank Act’s transfer of TILA
authority from the Board to the Bureau,
relate to agency organization, procedure,
and practice and are thus exempt from
the APA’s notice-and-comment
requirements.

The Bureau’s good cause findings are
based on the following considerations.
As an initial matter, the Board’s existing
regulation was a result of notice-and-
comment rulemaking to the extent
required. Moreover, the interim final
rule published today does not impose
any new, substantive obligations on
regulated entities. Rather, the interim
final rule makes only non-substantive,
technical changes to the existing text of
the regulation, such as renumbering,
changing internal cross-references,
replacing appropriate nomenclature to
reflect the transfer of authority to the
Bureau, and changing certain addresses.
Given the technical nature of these
changes, and the fact that the interim
final rule does not impose any
additional substantive requirements on
covered entities, an opportunity for
prior public comment is unnecessary. In
addition, recodifying the Board’s
regulations to reflect the transfer of
authority to the Bureau will help
facilitate compliance with TILA and its
implementing regulations, and the new
regulations will help reduce uncertainty
regarding the applicable regulatory
framework. Using notice-and-comment
procedures would delay this process
and thus be contrary to the public
interest.

The APA generally requires that rules
be published not less than 30 days
before their effective dates. See 5 U.S.C.
553(d). As with the notice and comment
requirement, however, the APA allows
an exception when “otherwise provided
by the agency for good cause found and
published with the rule.” 5 U.S.C.
553(d)(3). The Bureau finds that there is
good cause for providing less than 30
days notice here. A delayed effective
date would harm consumers and
regulated entities by needlessly
perpetuating discrepancies between the
amended statutory text and the
implementing regulation, thereby
hindering compliance and prolonging

125 U.S.C. 553(b)(3)(A), (B).

uncertainty regarding the applicable
regulatory framework.13

In addition, delaying the effective
date of the interim final rule for 30 days
would provide no practical benefit to
regulated entities in this context and in
fact could operate to their detriment. As
discussed above, the interim final rule
published today does not impose any
new, substantive obligations on
regulated entities. Instead, the rule
makes only non-substantive, technical
changes to the existing text of the
regulation. Thus, regulated entities that
are already in compliance with the
existing rules will not need to modify
business practices as a result of this
rule. To the extent that one-time
modifications to forms are required, the
Bureau has provided an ample
implementation period to allow
appropriate advance notice and
facilitate compliance without
suspending the benefits of the interim
final rule during the intervening period.

C. Section 1022(b)(2) of the Dodd-Frank
Act

In developing the interim final rule,
the Bureau has conducted an analysis of
potential benefits, costs, and impacts.14
The Bureau believes that the interim
final rule will benefit consumers and
covered persons by updating and
recodifying Regulation Z to reflect the
transfer of authority to the Bureau and
certain other changes mandated by the
Dodd-Frank Act. This will help
facilitate compliance with TILA and its
implementing regulations and help

13 This interim final rule is one of 14 companion
rulemakings that together restate and recodify the
implementing regulations under 14 existing
consumer financial laws (part III.C, below, lists the
14 laws involved). In the interest of proper
coordination of this overall regulatory framework,
which includes numerous cross-references among
some of the regulations, the Bureau is establishing
the same effective date of December 30, 2011 for
those rules published on or before that date and
making those published thereafter (if any) effective
immediately.

14 Section 1022(b)(2)(A) of the Dodd-Frank Act
addresses the consideration of the potential benefits
and costs of regulation to consumers and covered
persons, including the potential reduction of access
by consumers to consumer financial products or
services; the impact on depository institutions and
credit unions with $10 billion or less in total assets
as described in section 1026 of the Dodd-Frank Act;
and the impact on consumers in rural areas. Section
1022(b)(2)(B) requires that the Bureau “‘consult with
the appropriate prudential regulators or other
Federal agencies prior to proposing a rule and
during the comment process regarding consistency
with prudential, market, or systemic objectives
administered by such agencies.” The manner and
extent to which these provisions apply to interim
final rules and to costs, benefits, and impacts that
are compelled by statutory changes rather than
discretionary Bureau action is unclear.
Nevertheless, to inform this rulemaking more fully,
the Bureau performed the described analyses and
consultations.
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reduce any uncertainty regarding the
applicable regulatory framework.
Although the interim final rule will
require certain creditors to modify
certain credit and charge card
disclosures to reflect the transfer of
authority to the Bureau, as discussed
below, the interim final rule will not
impose any new substantive obligations
on consumers or covered persons and is
not expected to have any impact on
consumers’ access to consumer financial
products and services.

As discussed above in part II of this
SUPPLEMENTARY INFORMATION, consistent
with the existing regulation, the
Bureau’s §§1026.6(b)(2)(xiv) and
1026.60(b)(15) require creditors to
include in certain disclosures for credit
and charge cards a reference to the
Bureau and its Web site. The Bureau’s
new Model Forms G-10(A) and G-17(A)
reflect that requirement. To afford
creditors sufficient time to modify their
existing forms, §§ 1026.6(b)(2)(xiv) and
1026.60(b)(15) provide that, until
January 1, 2013, issuers may substitute
for the required Bureau reference the
existing reference to the Web site
established by the Board of Governors of
the Federal Reserve System. Similarly,
comment app. G-5.viii provides that,
until January 1, 2013, issuers using
model forms G-10(A) and G-17(A) may
use existing references to the Board and
its Web site instead of the references to
the Bureau and its Web site contained
in those models.

Thus, by January 1, 2013, certain
categories of creditors will need to make
one-time revisions to certain credit and
charge card disclosure forms. The
Bureau estimates, assuming
approximately four hours per creditor
for the systems updates, that the roughly
102,410 affected creditors will incur
costs of approximately $25,832,636.
These costs may be overstated to the
extent that multiple firms use the same
software vendors, who are able to
spread any costs over all of their
affected clients. These estimates may
also be overstated because the Bureau is
giving creditors one year to effect the
changes, thus allowing creditors to
include the changes in routine,
scheduled systems updates during the
next year. These one-time changes to the
affected disclosures ultimately will
provide ongoing benefits to consumers
by providing them with accurate
information on where on the Internet to
look for helpful information on credit
card accounts.

Although not required by the interim
final rule, creditors may incur some
costs in updating compliance manuals
and related materials to reflect the new
numbering and other technical changes

reflected in the new Regulation Z,
including the renumbering of the
Board’s §§ 226.5a and 226.5b as new
§§1026.60 and 1026.40, respectively.
The Bureau has worked to reduce any
such burden by preserving the existing
numbering to the extent possible, and
believes that such costs will likely be
minimal. These changes could be
handled in the short term by providing
a short, standalone summary alerting
users to the changes and in the long
term could be combined with other
updates at the firm’s convenience. The
Bureau intends to continue investigating
the possible costs to affected firms of
updating manuals and related materials
to reflect these changes and solicits
comments on this and other issues
discussed in this section.

The interim final rule will have no
unique impact on depository
institutions or credit unions with $10
billion or less in assets as described in
section 1026(a) of the Dodd-Frank Act.
Also, the interim final rule will have no
unique impact on rural consumers.

In undertaking the process of
recodifying Regulation Z, as well as
regulations implementing thirteen other
existing consumer financial laws,15 the
Bureau consulted the Federal Deposit
Insurance Corporation, the Office of the
Comptroller of the Currency, the
National Credit Union Administration,
the Board of Governors of the Federal
Reserve System, the Federal Trade
Commission, and the Department of
Housing and Urban Development,
including with respect to consistency
with any prudential, market, or systemic
objectives that may be administered by
such agencies.1® The Bureau also has
consulted with the Office of
Management and Budget for technical
assistance. The Bureau expects to have
further consultations with the

15 The fourteen laws implemented by this and its
companion rulemakings are: The Consumer Leasing
Act, the Electronic Fund Transfer Act (except with
respect to section 920 of that Act), the Equal Credit
Opportunity Act, the Fair Credit Reporting Act
(except with respect to sections 615(e) and 628 of
that act), the Fair Debt Collection Practices Act,
Subsections (b) through (f) of section 43 of the
Federal Deposit Insurance Act, sections 502 through
509 of the Gramm-Leach-Bliley Act (except for
section 505 as it applies to section 501(b)), the
Home Mortgage Disclosure Act, the Real Estate
Settlement Procedures Act, the S.A.F.E. Mortgage
Licensing Act, the Truth in Lending Act, the Truth
in Savings Act, section 626 of the Omnibus
Appropriations Act, 2009, and the Interstate Land
Sales Full Disclosure Act.

16In light of the technical but voluminous nature
of this recodification project, the Bureau focused
the consultation process on a representative sample
of the recodified regulations, while making
information on the other regulations available. The
Bureau expects to conduct differently its future
consultations regarding substantive rulemakings.

appropriate Federal agencies during the
comment period.

IV. Request for Comment

Although notice and comment
rulemaking procedures are not required,
the Bureau invites comments on this
notice. Commenters are specifically
encouraged to identify any technical
issues raised by the rule. The Bureau is
also seeking comment in response to a
notice published at 76 FR 75825 (Dec.

5, 2011) concerning its efforts to identify
priorities for streamlining regulations
that it has inherited from other Federal
agencies to address provisions that are
outdated, unduly burdensome, or
unnecessary.

V. Regulatory Flexibility Act

The Regulatory Flexibility Act (RFA),
as amended by the Small Business
Regulatory Enforcement Fairness Act of
1996, requires each agency to consider
the potential impact of its regulations on
small entities, including small
businesses, small governmental units,
and small not-for-profit organizations.?
The RFA generally requires an agency to
conduct an initial regulatory flexibility
analysis (IRFA) and a final regulatory
flexibility analysis (FRFA) of any rule
subject to notice-and-comment
rulemaking requirements, unless the
agency certifies that the rule will not
have a significant economic impact on
a substantial number of small entities.18
The Bureau also is subject to certain
additional procedures under the RFA
involving the convening of a panel to
consult with small business
representatives prior to proposing a rule
for which an IRFA is required.1?

The IRFA and FRFA requirements
described above apply only where a
notice of proposed rulemaking is
required,2° and the panel requirement
applies only when a rulemaking
requires an IRFA.21 As discussed above
in part III, a notice of proposed
rulemaking is not required for this
rulemaking.

In addition, as discussed above, this
interim final rule has only a minor
impact on entities subject to Regulation
Z. Accordingly, the undersigned
certifies that this interim final rule will
not have a significant economic impact
on a substantial number of small
entities. The rule imposes no new,
substantive obligations on covered
entities and will require only minor,
one-time adjustments to certain model

175 U.S.C. 601 et seq.

185 U.S.C. 603, 604.

195 U.S.C. 609.

205 U.S.C. 603(a), 604(a); 5 U.S.C. 553(b)(B).
215 U.S.C. 609(b).
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forms, as discussed in part III above.
Moreover, as noted, the per-firm cost
estimate discussed above may be
overstated to the extent that multiple
firms use the same software vendors,
who are able to spread costs over all of
their affected clients. Small entities, in
particular, are especially likely to rely
on outside vendors for disclosure
compliance systems and therefore may
have even less burden in complying
with the one-time changes required by
this interim final rule.

VI. Paperwork Reduction Act

The Bureau may not conduct or
sponsor, and a respondent is not
required to respond to, an information
collection unless it displays a currently
valid Office of Management and Budget
(OMB) control number. This rule
contains information collection
requirements under the Paperwork
Reduction Act (PRA), which have been
previously approved by OMB, and the
ongoing PRA burden for which is
unchanged by this rule. There are no
new information collection
requirements in this interim final rule.
The Bureau’s OMB control number for
this information collection is: 3170—
0015.

List of Subjects in 12 CFR Part 1026

Adpvertising, Consumer protection,
Credit, Credit unions, Mortgages,
National banks, Reporting and
recordkeeping requirements, Savings
associations, Truth in lending.

Authority and Issuance

For the reasons set forth above, the
Bureau of Consumer Financial
Protection adds Part 1026 to Chapter X
in Title 12 of the Code of Federal
Regulations to read as follows:

PART 1026—TRUTH IN LENDING
(REGULATION 2)

Subpart A—General

Sec.

1026.1 Authority, purpose, coverage,
organization, enforcement, and liability.

1026.2 Definitions and rules of
construction.

1026.3 Exempt transactions.

1026.4 Finance charge.

Subpart B—Open-End Credit

1026.5 General disclosure requirements.

1026.6 Account-opening disclosures.

1026.7 Periodic statement.

1026.8 Identifying transactions on periodic
statements.

1026.9 Subsequent disclosure requirements.

1026.10 Payments.

1026.11 Treatment of credit balances;
account termination.

1026.12 Special credit card provisions.

1026.13 Billing error resolution.

1026.14 Determination of annual
percentage rate.

1026.15 Right of rescission.

1026.16 Advertising.

Subpart C—Closed-End Credit

1026.17 General disclosure requirements.

1026.18 Content of disclosures.

1026.19 Certain mortgage and variable-rate
transactions.

1026.20 Subsequent disclosure
requirements.

1026.21 Treatment of credit balances.

1026.22 Determination of annual
percentage rate.

1026.23 Right of rescission.

1026.24 Advertising.

Subpart D—Miscellaneous

1026.25 Record retention.

1026.26 Use of annual percentage rate in
oral disclosures.

1026.27 Language of disclosures.

1026.28 Effect on state laws.

1026.29 State exemptions.

1026.30 Limitation on rates.

Subpart E—Special Rules for Certain Home
Mortgage Transactions

1026.31 General rules.

1026.32 Requirements for certain closed-
end home mortgages.

1026.33 Requirements for reverse
mortgages.

1026.34 Prohibited acts or practices in
connection with high-cost mortgages.

1026.35 Prohibited acts or practices in
connection with higher-priced mortgage
loans.

1026.36 Prohibited acts or practices in
connection with credit secured by a
dwelling.

1026.37-1026.38 [Reserved]

1026.39 Mortgage transfer disclosures.

1026.40 Requirements for home equity
plans.

1026.41 [Reserved]

1026.42 Valuation independence.

1026.43-1026.45 [Reserved]

Subpart F—Special Rules for Private
Education Loans

1026.46 Special disclosure requirements for
private education loans.

1026.47 Content of disclosures.

1026.48 Limitations on private education
loans.

Subpart G—Special Rules Applicable to
Credit Card Accounts and Open-End Credit
Offered to College Students

1026.51 Ability to Pay.

1026.52 Limitations on fees.

1026.53 Allocation of payments.

1026.54 Limitations on the imposition of
finance charges.

1026.55 Limitations on increasing annual
percentage rates, fees, and charges.

1026.56 Requirements for over-the-limit
transactions.

1026.57 Reporting and marketing rules for
college student open-end credit.

1026.58 Internet posting of credit card
agreements.

1026.59 Reevaluation of rate increases.

1026.60 Credit and charge card applications
and solicitations.

Appendix A to Part 1026—Effect on State
Laws

Appendix B to Part 1026—State Exemptions

Appendix C to Part 1026—Issuance of
Official Interpretations

Appendix D to Part 1026—Multiple Advance
Construction Loans

Appendix E to Part 1026—Rules for Card
Issuers That Bill on a Transaction-by-
Transaction Basis

Appendix F to Part 1026—Optional Annual
Percentage Rate Computations for
Creditors Offering Open-End Credit
Plans Secured by a Consumer’s Dwelling

Appendix G to Part 1026—Open-End Model
Forms and Clauses

Appendix H to Part 1026— Closed-End
Model Forms and Clauses

Appendix I to Part 1026—[Reserved]

Appendix J to Part 1026—Annual Percentage
Rate Computations for Closed-End Credit
Transactions

Appendix K to Part 1026—Total Annual
Loan Cost Rate Computations for Reverse
Mortgage Transactions

Appendix L to Part 1026—Assumed Loan
Periods for Computations of Total
Annual Loan Cost Rates

Appendix M1 to Part 1026—Repayment
Disclosures

Appendix M2 to Part 1026—Sample
Calculations of Repayment Disclosures

Supplement I to Part 1026—Official
Interpretations

Authority: 12 U.S.C. 5512, 5581; 15 U.S.C.
1601 et seq.

Subpart A—General

§1026.1 Authority, purpose, coverage,
organization, enforcement, and liability.

(a) Authority. This part, known as
Regulation Z, is issued by the Bureau of
Consumer Financial Protection to
implement the Federal Truth in Lending
Act, which is contained in Title I of the
Consumer Credit Protection Act, as
amended (15 U.S.C. 1601 et seq.). This
part also implements Title XII, section
1204 of the Competitive Equality
Banking Act of 1987 (Pub. L. 100-86,
101 Stat. 552). Information-collection
requirements contained in this part have
been approved by the Office of
Management and Budget under the
provisions of 44 U.S.C. 3501 et seq. and
have been assigned OMB No. 3170-
0015.

(b) Purpose. The purpose of this part
is to promote the informed use of
consumer credit by requiring
disclosures about its terms and cost. The
regulation also includes substantive
protections. It gives consumers the right
to cancel certain credit transactions that
involve a lien on a consumer’s principal
dwelling, regulates certain credit card
practices, and provides a means for fair
and timely resolution of credit billing
disputes. The regulation does not
generally govern charges for consumer
credit, except that several provisions in
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Subpart G set forth special rules
addressing certain charges applicable to
credit card accounts under an open-end
(not home-secured) consumer credit
plan. The regulation requires a
maximum interest rate to be stated in
variable-rate contracts secured by the
consumer’s dwelling. It also imposes
limitations on home-equity plans that
are subject to the requirements of

§ 1026.40 and mortgages that are subject
to the requirements of § 1026.32. The
regulation prohibits certain acts or
practices in connection with credit
secured by a dwelling in § 1026.36, and
credit secured by a consumer’s principal
dwelling in § 1026.35. The regulation
also regulates certain practices of
creditors who extend private education
loans as defined in § 1026.46(b)(5).

(c) Coverage. (1) In general, this part
applies to each individual or business
that offers or extends credit, other than
a person excluded from coverage of this
part by section 1029 of the Consumer
Financial Protection Act of 2010, Title
X of the Dodd-Frank Wall Street Reform
and Consumer Protection Act, Public
Law 111-203, 124 Stat. 1376, when four
conditions are met:

(i) The credit is offered or extended to
consumers;

(ii) The offering or extension of credit
is done regularly;

(iii) The credit is subject to a finance
charge or is payable by a written
agreement in more than four
installments; and

(iv) The credit is primarily for
personal, family, or household
purposes.

(2) If a credit card is involved,
however, certain provisions apply even
if the credit is not subject to a finance
charge, or is not payable by a written
agreement in more than four
installments, or if the credit card is to
be used for business purposes.

(3) In addition, certain requirements
of § 1026.40 apply to persons who are
not creditors but who provide
applications for home-equity plans to
consumers.

(4) Furthermore, certain requirements
of §1026.57 apply to institutions of
higher education.

(d) Organization. The regulation is
divided into subparts and appendices as
follows:

(1) Subpart A contains general
information. It sets forth:

(i) The authority, purpose, coverage,
and organization of the regulation;

(ii) The definitions of basic terms;

(iii) The transactions that are exempt
from coverage; and

(iv) The method of determining the
finance charge.

(2) Subpart B contains the rules for
open-end credit. It requires that
account-opening disclosures and
periodic statements be provided, as well
as additional disclosures for credit and
charge card applications and
solicitations and for home-equity plans
subject to the requirements of § 1026.60
and § 1026.40, respectively. It also
describes special rules that apply to
credit card transactions, treatment of
payments and credit balances,
procedures for resolving credit billing
errors, annual percentage rate
calculations, rescission requirements,
and advertising.

(3) Subpart C relates to closed-end
credit. It contains rules on disclosures,
treatment of credit balances, annual
percentage rate calculations, rescission
requirements, and advertising.

(4) Subpart D contains rules on oral
disclosures, disclosures in languages
other than English, record retention,
effect on state laws, state exemptions,
and rate limitations.

(5) Subpart E contains special rules
for mortgage transactions. Section
1026.32 requires certain disclosures and
provides limitations for closed-end
loans that have rates or fees above
specified amounts. Section 1026.33
requires special disclosures, including
the total annual loan cost rate, for
reverse mortgage transactions. Section
1026.34 prohibits specific acts and
practices in connection with closed-end
mortgage transactions that are subject to
§1026.32. Section 1026.35 prohibits
specific acts and practices in connection
with closed-end higher-priced mortgage
loans, as defined in § 1026.35(a).
Section 1026.36 prohibits specific acts
and practices in connection with an
extension of credit secured by a
dwelling.

(6) Subpart F relates to private
education loans. It contains rules on
disclosures, limitations on changes in
terms after approval, the right to cancel
the loan, and limitations on co-branding
in the marketing of private education
loans.

(7) Subpart G relates to credit card
accounts under an open-end (not home-
secured) consumer credit plan (except
for § 1026.57(c), which applies to all
open-end credit plans). Section 1026.51
contains rules on evaluation of a
consumer’s ability to make the required
payments under the terms of an
account. Section 1026.52 limits the fees
that a consumer can be required to pay
with respect to an open-end (not home-
secured) consumer credit plan during
the first year after account opening.
Section 1026.53 contains rules on
allocation of payments in excess of the
minimum payment. Section 1026.54

sets forth certain limitations on the
imposition of finance charges as the
result of a loss of a grace period. Section
1026.55 contains limitations on
increases in annual percentage rates,
fees, and charges for credit card
accounts. Section 1026.56 prohibits the
assessment of fees or charges for over-
the-limit transactions unless the
consumer affirmatively consents to the
creditor’s payment of over-the-limit
transactions. Section 1026.57 sets forth
rules for reporting and marketing of
college student open-end credit. Section
1026.58 sets forth requirements for the
Internet posting of credit card accounts
under an open-end (not home-secured)
consumer credit plan.

(8) Several appendices contain
information such as the procedures for
determinations about state laws, state
exemptions and issuance of official
interpretations, special rules for certain
kinds of credit plans, and the rules for
computing annual percentage rates in
closed-end credit transactions and total-
annual-loan-cost rates for reverse
mortgage transactions.

(e) Enforcement and liability. Section
108 of the Act contains the
administrative enforcement provisions.
Sections 112, 113, 130, 131, and 134
contain provisions relating to liability
for failure to comply with the
requirements of the Act and the
regulation. Section 1204(c) of Title XII
of the Competitive Equality Banking Act
of 1987, Public Law 100-86, 101 Stat.
552, incorporates by reference
administrative enforcement and civil
liability provisions of sections 108 and
130 of the Act.

§1026.2 Definitions and rules of
construction.

(a) Definitions. For purposes of this
part, the following definitions apply:

(1) Act means the Truth in Lending
Act (15 U.S.C. 1601 et seq.).

(2) Advertisement means a
commercial message in any medium
that promotes, directly or indirectly, a
credit transaction.

(3) [Reserved]

(4) Billing cycle or cycle means the
interval between the days or dates of
regular periodic statements. These
intervals shall be equal and no longer
than a quarter of a year. An interval will
be considered equal if the number of
days in the cycle does not vary more
than four days from the regular day or
date of the periodic statement.

(5) Bureau means the Bureau of
Consumer Financial Protection.

(6) Business day means a day on
which the creditor’s offices are open to
the public for carrying on substantially
all of its business functions. However,
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for purposes of rescission under
§§1026.15 and 1026.23, and for
purposes of §§1026.19(a)(1)(ii),
1026.19(a)(2), 1026.31, and
1026.46(d)(4), the term means all
calendar days except Sundays and the
legal public holidays specified in 5
U.S.C. 6103(a), such as New Year’s Day,
the Birthday of Martin Luther King, Jr.,
Washington’s Birthday, Memorial Day,
Independence Day, Labor Day,
Columbus Day, Veterans Day,
Thanksgiving Day, and Christmas Day.

(7) Card issuer means a person that
issues a credit card or that person’s
agent with respect to the card.

(8) Cardholder means a natural person
to whom a credit card is issued for
consumer credit purposes, or a natural
person who has agreed with the card
issuer to pay consumer credit
obligations arising from the issuance of
a credit card to another natural person.
For purposes of § 1026.12(a) and (b), the
term includes any person to whom a
credit card is issued for any purpose,
including business, commercial or
agricultural use, or a person who has
agreed with the card issuer to pay
obligations arising from the issuance of
such a credit card to another person.

(9) Cash price means the price at
which a creditor, in the ordinary course
of business, offers to sell for cash
property or service that is the subject of
the transaction. At the creditor’s option,
the term may include the price of
accessories, services related to the sale,
service contracts and taxes and fees for
license, title, and registration. The term
does not include any finance charge.

(10) Closed-end credit means
consumer credit other than “open-end
credit” as defined in this section.

(11) Consumer means a cardholder or
natural person to whom consumer
credit is offered or extended. However,
for purposes of rescission under
§§1026.15 and 1026.23, the term also
includes a natural person in whose
principal dwelling a security interest is
or will be retained or acquired, if that
person’s ownership interest in the
dwelling is or will be subject to the
security interest.

(12) Consumer credit means credit
offered or extended to a consumer
primarily for personal, family, or
household purposes.

(13) Consummation means the time
that a consumer becomes contractually
obligated on a credit transaction.

(14) Credit means the right to defer
payment of debt or to incur debt and
defer its payment.

(15)(i) Credit card means any card,
plate, or other single credit device that
may be used from time to time to obtain
credit.

(ii) Credit card account under an
open-end (not home-secured) consumer
credit plan means any open-end credit
account that is accessed by a credit card,
except:

(A) A home-equity plan subject to the
requirements of § 1026.40 that is
accessed by a credit card; or

(B) An overdraft line of credit that is
accessed by a debit card or an account
number.

(iii) Charge card means a credit card
on an account for which no periodic
rate is used to compute a finance charge.

(16) Credit sale means a sale in which
the seller is a creditor. The term
includes a bailment or lease (unless
terminable without penalty at any time
by the consumer) under which the
consumer:

(i) Agrees to pay as compensation for
use a sum substantially equivalent to, or
in excess of, the total value of the
property and service involved; and

(ii) Will become (or has the option to
become), for no additional consideration
or for nominal consideration, the owner
of the property upon compliance with
the agreement.

(17) Creditor means:

(i) A person who regularly extends
consumer credit that is subject to a
finance charge or is payable by written
agreement in more than four
installments (not including a down
payment), and to whom the obligation is
initially payable, either on the face of
the note or contract, or by agreement
when there is no note or contract.

(ii) For purposes of §§ 1026.4(c)(8)
(Discounts), 1026.9(d) (Finance charge
imposed at time of transaction), and
1026.12(e) (Prompt notification of
returns and crediting of refunds), a
person that honors a credit card.

(iii) For purposes of subpart B, any
card issuer that extends either open-end
credit or credit that is not subject to a
finance charge and is not payable by
written agreement in more than four
installments.

(iv) For purposes of subpart B (except
for the credit and charge card
disclosures contained in §§1026.60 and
1026.9(e) and (f), the finance charge
disclosures contained in § 1026.6(a)(1)
and (b)(3)(i) and § 1026.7(a)(4) through
(7) and (b)(4) through (6) and the right
of rescission set forth in §1026.15) and
subpart C, any card issuer that extends
closed-end credit that is subject to a
finance charge or is payable by written
agreement in more than four
installments.

(v) A person regularly extends
consumer credit only if it extended
credit (other than credit subject to the
requirements of § 1026.32) more than 25
times (or more than 5 times for

transactions secured by a dwelling) in
the preceding calendar year. If a person
did not meet these numerical standards
in the preceding calendar year, the
numerical standards shall be applied to
the current calendar year. A person
regularly extends consumer credit if, in
any 12-month period, the person
originates more than one credit
extension that is subject to the
requirements of § 1026.32 or one or
more such credit extensions through a
mortgage broker.

(18) Downpayment means an amount,
including the value of property used as
a trade-in, paid to a seller to reduce the
cash price of goods or services
purchased in a credit sale transaction. A
deferred portion of a downpayment may
be treated as part of the downpayment
if it is payable not later than the due
date of the second otherwise regularly
scheduled payment and is not subject to
a finance charge.

(19) Dwelling means a residential
structure that contains one to four units,
whether or not that structure is attached
to real property. The term includes an
individual condominium unit,
cooperative unit, mobile home, and
trailer, if it is used as a residence.

(20) Open-end credit means consumer
credit extended by a creditor under a
plan in which:

(i) The creditor reasonably
contemplates repeated transactions;

(ii) The creditor may impose a finance
charge from time to time on an
outstanding unpaid balance; and

(iii) The amount of credit that may be
extended to the consumer during the
term of the plan (up to any limit set by
the creditor) is generally made available
to the extent that any outstanding
balance is repaid.

(21) Periodic rate means a rate of
finance charge that is or may be
imposed by a creditor on a balance for
a day, week, month, or other
subdivision of a year.

(22) Person means a natural person or
an organization, including a
corporation, partnership,
proprietorship, association, cooperative,
estate, trust, or government unit.

(23) Prepaid finance charge means
any finance charge paid separately in
cash or by check before or at
consummation of a transaction, or
withheld from the proceeds of the credit
at any time.

(24) Residential mortgage transaction
means a transaction in which a
mortgage, deed of trust, purchase money
security interest arising under an
installment sales contract, or equivalent
consensual security interest is created or
retained in the consumer’s principal
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dwelling to finance the acquisition or
initial construction of that dwelling.

(25) Security interest means an
interest in property that secures
performance of a consumer credit
obligation and that is recognized by
state or Federal law. It does not include
incidental interests such as interests in
proceeds, accessions, additions,
fixtures, insurance proceeds (whether or
not the creditor is a loss payee or
beneficiary), premium rebates, or
interests in after-acquired property. For
purposes of disclosures under §§1026.6
and 1026.18, the term does not include
an interest that arises solely by
operation of law. However, for purposes
of the right of rescission under
§§1026.15 and 1026.23, the term does
include interests that arise solely by
operation of law.

(26) State means any state, the District
of Columbia, the Commonwealth of
Puerto Rico, and any territory or
possession of the United States.

(b) Rules of construction. For
purposes of this part, the following rules
of construction apply:

(1) Where appropriate, the singular
form of a word includes the plural form
and plural includes singular.

(2) Where the words obligation and
transaction are used in the regulation,
they refer to a consumer credit
obligation or transaction, depending
upon the context. Where the word credit
is used in the regulation, it means
consumer credit unless the context
clearly indicates otherwise.

(3) Unless defined in this part, the
words used have the meanings given to
them by state law or contract.

(4) Where the word amount is used in
this part to describe disclosure
requirements, it refers to a numerical
amount.

§1026.3 Exempt transactions.

This part does not apply to the
following:

(a) Business, commercial, agricultural,
or organizational credit. (1) An
extension of credit primarily for a
business, commercial or agricultural
purpose.

(2) An extension of credit to other
than a natural person, including credit
to government agencies or
instrumentalities.

(b) Credit over applicable threshold
amount. (1) Exemption. (i)
Requirements. An extension of credit in
which the amount of credit extended
exceeds the applicable threshold
amount or in which there is an express
written commitment to extend credit in
excess of the applicable threshold
amount, unless the extension of credit
is:

(A) Secured by any real property, or
by personal property used or expected
to be used as the principal dwelling of
the consumer; or

(B) A private education loan as
defined in § 1026.46(b)(5).

(ii) Annual adjustments. The
threshold amount in paragraph (b)(1)(i)
of this section is adjusted annually to
reflect increases in the Consumer Price
Index for Urban Wage Earners and
Clerical Workers, as applicable. See the
official commentary to this paragraph
(b) for the threshold amount applicable
to a specific extension of credit or
express written commitment to extend
credit.

(2) Transition rule for open-end
accounts exempt prior to July 21, 2011.
An open-end account that is exempt on
July 20, 2011 based on an express
written commitment to extend credit in
excess of $25,000 remains exempt until
December 31, 2011 unless:

(i) The creditor takes a security
interest in any real property, or in
personal property used or expected to
be used as the principal dwelling of the
consumer; or

(ii) The creditor reduces the express
written commitment to extend credit to
$25,000 or less.

(c) Public utility credit. An extension
of credit that involves public utility
services provided through pipe, wire,
other connected facilities, or radio or
similar transmission (including
extensions of such facilities), if the
charges for service, delayed payment, or
any discounts for prompt payment are
filed with or regulated by any
government unit. The financing of
durable goods or home improvements
by a public utility is not exempt.

(d) Securities or commodities
accounts. Transactions in securities or
commodities accounts in which credit is
extended by a broker-dealer registered
with the Securities and Exchange
Commission or the Commodity Futures
Trading Commission.

(e) Home fuel budget plans. An
installment agreement for the purchase
of home fuels in which no finance
charge is imposed.

(f) Student loan programs. Loans
made, insured, or guaranteed pursuant
to a program authorized by Title IV of
the Higher Education Act of 1965 (20
U.S.C. 1070 et seq.).

(g) Employer-sponsored retirement
plans. An extension of credit to a
participant in an employer-sponsored
retirement plan qualified under section
401(a) of the Internal Revenue Code, a
tax-sheltered annuity under section
403(b) of the Internal Revenue Code, or
an eligible governmental deferred
compensation plan under section 457(b)

of the Internal Revenue Code (26 U.S.C.
401(a); 26 U.S.C. 403(b); 26 U.S.C.
457(b)), provided that the extension of
credit is comprised of fully vested funds
from such participant’s account and is
made in compliance with the Internal
Revenue Code (26 U.S.C. 1 et seq.).

§1026.4 Finance charge.

(a) Definition. The finance charge is
the cost of consumer credit as a dollar
amount. It includes any charge payable
directly or indirectly by the consumer
and imposed directly or indirectly by
the creditor as an incident to or a
condition of the extension of credit. It
does not include any charge of a type
payable in a comparable cash
transaction.

(1) Charges by third parties. The
finance charge includes fees and
amounts charged by someone other than
the creditor, unless otherwise excluded
under this section, if the creditor:

(i) Requires the use of a third party as
a condition of or an incident to the
extension of credit, even if the
consumer can choose the third party; or

(ii) Retains a portion of the third-party
charge, to the extent of the portion
retained.

(2) Special rule; closing agent charges.
Fees charged by a third party that
conducts the loan closing (such as a
settlement agent, attorney, or escrow or
title company) are finance charges only
if the creditor:

(i) Requires the particular services for
which the consumer is charged;

(ii) Requires the imposition of the
charge; or

(iii) Retains a portion of the third-
party charge, to the extent of the portion
retained.

(3) Special rule; mortgage broker fees.
Fees charged by a mortgage broker
(including fees paid by the consumer
directly to the broker or to the creditor
for delivery to the broker) are finance
charges even if the creditor does not
require the consumer to use a mortgage
broker and even if the creditor does not
retain any portion of the charge.

(b) Examples of finance charges. The
finance charge includes the following
types of charges, except for charges
specifically excluded by paragraphs (c)
through (e) of this section:

(1) Interest, time price differential,
and any amount payable under an add-
on or discount system of additional
charges.

(2) Service, transaction, activity, and
carrying charges, including any charge
imposed on a checking or other
transaction account to the extent that
the charge exceeds the charge for a
similar account without a credit feature.

(3) Points, loan fees, assumption fees,
finder’s fees, and similar charges.
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(4) Appraisal, investigation, and
credit report fees.

(5) Premiums or other charges for any
guarantee or insurance protecting the
creditor against the consumer’s default
or other credit loss.

(6) Charges imposed on a creditor by
another person for purchasing or
accepting a consumer’s obligation, if the
consumer is required to pay the charges
in cash, as an addition to the obligation,
or as a deduction from the proceeds of
the obligation.

(7) Premiums or other charges for
credit life, accident, health, or loss-of-
income insurance, written in connection
with a credit transaction.

(8) Premiums or other charges for
insurance against loss of or damage to
property, or against liability arising out
of the ownership or use of property,
written in connection with a credit
transaction.

(9) Discounts for the purpose of
inducing payment by a means other
than the use of credit.

(10) Charges or premiums paid for
debt cancellation or debt suspension
coverage written in connection with a
credit transaction, whether or not the
coverage is insurance under applicable
law.

(c) Charges excluded from the finance
charge. The following charges are not
finance charges:

(1) Application fees charged to all
applicants for credit, whether or not
credit is actually extended.

(2) Charges for actual unanticipated
late payment, for exceeding a credit
limit, or for delinquency, default, or a
similar occurrence.

(3) Charges imposed by a financial
institution for paying items that
overdraw an account, unless the
payment of such items and the
imposition of the charge were
previously agreed upon in writing.

(4) Fees charged for participation in a
credit plan, whether assessed on an
annual or other periodic basis.

(5) Seller’s points.

(6) Interest forfeited as a result of an
interest reduction required by law on a
time deposit used as security for an
extension of credit.

(7) Real-estate related fees. The
following fees in a transaction secured
by real property or in a residential
mortgage transaction, if the fees are
bona fide and reasonable in amount:

(i) Fees for title examination, abstract
of title, title insurance, property survey,
and similar purposes.

(ii) Fees for preparing loan-related
documents, such as deeds, mortgages,
and reconveyance or settlement
documents.

(iii) Notary and credit-report fees.

(iv) Property appraisal fees or fees for
inspections to assess the value or
condition of the property if the service
is performed prior to closing, including
fees related to pest-infestation or flood-
hazard determinations.

(v) Amounts required to be paid into
escrow or trustee accounts if the
amounts would not otherwise be
included in the finance charge.

(8) Discounts offered to induce
payment for a purchase by cash, check,
or other means, as provided in section
167(b) of the Act.

(d) Insurance and debt cancellation
and debt suspension coverage. (1)
Voluntary credit insurance premiums.
Premiums for credit life, accident,
health, or loss-of-income insurance may
be excluded from the finance charge if
the following conditions are met:

(i) The insurance coverage is not
required by the creditor, and this fact is
disclosed in writing.

(ii) The premium for the initial term
of insurance coverage is disclosed in
writing. If the term of insurance is less
than the term of the transaction, the
term of insurance also shall be
disclosed. The premium may be
disclosed on a unit-cost basis only in
open-end credit transactions, closed-end
credit transactions by mail or telephone
under § 1026.17(g), and certain closed-
end credit transactions involving an
insurance plan that limits the total
amount of indebtedness subject to
coverage.

(iii) The consumer signs or initials an
affirmative written request for the
insurance after receiving the disclosures
specified in this paragraph, except as
provided in paragraph (d)(4) of this
section. Any consumer in the
transaction may sign or initial the
request.

(2) Property insurance premiums.
Premiums for insurance against loss of
or damage to property, or against
liability arising out of the ownership or
use of property, including single interest
insurance if the insurer waives all right
of subrogation against the consumer,
may be excluded from the finance
charge if the following conditions are
met:

(i) The insurance coverage may be
obtained from a person of the
consumer’s choice, and this fact is
disclosed. (A creditor may reserve the
right to refuse to accept, for reasonable
cause, an insurer offered by the
consumer.)

(ii) If the coverage is obtained from or
through the creditor, the premium for
the initial term of insurance coverage
shall be disclosed. If the term of
insurance is less than the term of the
transaction, the term of insurance shall

also be disclosed. The premium may be
disclosed on a unit-cost basis only in
open-end credit transactions, closed-end
credit transactions by mail or telephone
under § 1026.17(g), and certain closed-
end credit transactions involving an
insurance plan that limits the total
amount of indebtedness subject to
coverage.

(3) Voluntary debt cancellation or
debt suspension fees. Charges or
premiums paid for debt cancellation
coverage for amounts exceeding the
value of the collateral securing the
obligation or for debt cancellation or
debt suspension coverage in the event of
the loss of life, health, or income or in
case of accident may be excluded from
the finance charge, whether or not the
coverage is insurance, if the following
conditions are met:

(i) The debt cancellation or debt
suspension agreement or coverage is not
required by the creditor, and this fact is
disclosed in writing;

(ii) The fee or premium for the initial
term of coverage is disclosed in writing.
If the term of coverage is less than the
term of the credit transaction, the term
of coverage also shall be disclosed. The
fee or premium may be disclosed on a
unit-cost basis only in open-end credit
transactions, closed-end credit
transactions by mail or telephone under
§1026.17(g), and certain closed-end
credit transactions involving a debt
cancellation agreement that limits the
total amount of indebtedness subject to
coverage;

(iii) The following are disclosed, as
applicable, for debt suspension
coverage: That the obligation to pay loan
principal and interest is only
suspended, and that interest will
continue to accrue during the period of
suspension.

(iv) The consumer signs or initials an
affirmative written request for coverage
after receiving the disclosures specified
in this paragraph, except as provided in
paragraph (d)(4) of this section. Any
consumer in the transaction may sign or
initial the request.

(4) Telephone purchases. If a
consumer purchases credit insurance or
debt cancellation or debt suspension
coverage for an open-end (not home-
secured) plan by telephone, the creditor
must make the disclosures under
paragraphs (d)(1)(i) and (ii) or (d)(3)(i)
through (iii) of this section, as
applicable, orally. In such a case, the
creditor shall:

(i) Maintain evidence that the
consumer, after being provided the
disclosures orally, affirmatively elected
to purchase the insurance or coverage;
and
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(ii) Mail the disclosures under
paragraphs (d)(1)(i) and (ii) or (d)(3)(i)
through (iii) of this section, as
applicable, within three business days
after the telephone purchase.

(e) Certain security interest charges. If
itemized and disclosed, the following
charges may be excluded from the
finance charge:

(1) Taxes and fees prescribed by law
that actually are or will be paid to
public officials for determining the
existence of or for perfecting, releasing,
or satisfying a security interest.

(2) The premium for insurance in lieu
of perfecting a security interest to the
extent that the premium does not
exceed the fees described in paragraph
(e)(1) of this section that otherwise
would be payable.

(3) Taxes on security instruments.
Any tax levied on security instruments
or on documents evidencing
indebtedness if the payment of such
taxes is a requirement for recording the
instrument securing the evidence of
indebtedness.

(f) Prohibited offsets. Interest,
dividends, or other income received or
to be received by the consumer on
deposits or investments shall not be
deducted in computing the finance
charge.

Subpart B—Open-End Credit

§1026.5 General disclosure requirements.

(a) Form of disclosures. (1) General. (i)
The creditor shall make the disclosures
required by this subpart clearly and
conspicuously.

(ii) The creditor shall make the
disclosures required by this subpart in
writing, in a form that the consumer
may keep, except that:

(A) The following disclosures need
not be written: Disclosures under
§ 1026.6(b)(3) of charges that are
imposed as part of an open-end (not
home-secured) plan that are not
required to be disclosed under
§1026.6(b)(2) and related disclosures of
charges under § 1026.9(c)(2)(iii)(B);
disclosures under § 1026.9(c)(2)(vi);
disclosures under § 1026.9(d) when a
finance charge is imposed at the time of
the transaction; and disclosures under
§1026.56(b)(1)(i).

(B) The following disclosures need
not be in a retainable form: Disclosures
that need not be written under
paragraph (a)(1)(ii)(A) of this section;
disclosures for credit and charge card
applications and solicitations under
§ 1026.60; home-equity disclosures
under § 1026.40(d); the alternative
summary billing-rights statement under
§ 1026.9(a)(2); the credit and charge card
renewal disclosures required under

§1026.9(e); and the payment
requirements under § 1026.10(b), except
as provided in § 1026.7(b)(13).

(iii) The disclosures required by this
subpart may be provided to the
consumer in electronic form, subject to
compliance with the consumer consent
and other applicable provisions of the
Electronic Signatures in Global and
National Commerce Act (E-Sign Act) (15
U.S.C. 7001 et seq.). The disclosures
required by §§ 1026.60, 1026.40, and
1026.16 may be provided to the
consumer in electronic form without
regard to the consumer consent or other
provisions of the E-Sign Act in the
circumstances set forth in those
sections.

(2) Terminology. (i) Terminology used
in providing the disclosures required by
this subpart shall be consistent.

(ii) For home-equity plans subject to
§1026.40, the terms finance charge and
annual percentage rate, when required
to be disclosed with a corresponding
amount or percentage rate, shall be more
conspicuous than any other required
disclosure. The terms need not be more
conspicuous when used for periodic
statement disclosures under
§1026.7(a)(4) and for advertisements
under § 1026.16.

(iii) If disclosures are required to be
presented in a tabular format pursuant
to paragraph (a)(3) of this section, the
term penalty APR shall be used, as
applicable. The term penalty APR need
not be used in reference to the annual
percentage rate that applies with the
loss of a promotional rate, assuming the
annual percentage rate that applies is
not greater than the annual percentage
rate that would have applied at the end
of the promotional period; or if the
annual percentage rate that applies with
the loss of a promotional rate is a
variable rate, the annual percentage rate
is calculated using the same index and
margin as would have been used to
calculate the annual percentage rate that
would have applied at the end of the
promotional period. If credit insurance
or debt cancellation or debt suspension
coverage is required as part of the plan,
the term required shall be used and the
program shall be identified by its name.
If an annual percentage rate is required
to be presented in a tabular format
pursuant to paragraph (a)(3)(i) or
(a)(3)(iii) of this section, the term fixed,
or a similar term, may not be used to
describe such rate unless the creditor
also specifies a time period that the rate
will be fixed and the rate will not
increase during that period, or if no
such time period is provided, the rate
will not increase while the plan is open.

(3) Specific formats. (i) Certain
disclosures for credit and charge card

applications and solicitations must be
provided in a tabular format in
accordance with the requirements of
§1026.60(a)(2).

(ii) Certain disclosures for home-
equity plans must precede other
disclosures and must be given in
accordance with the requirements of
§1026.40(a).

(iii) Certain account-opening
disclosures must be provided in a
tabular format in accordance with the
requirements of § 1026.6(b)(1).

(iv) Gertain disclosures provided on
periodic statements must be grouped
together in accordance with the
requirements of § 1026.7(b)(6) and
(b)(13).

(v) Certain disclosures provided on
periodic statements must be given in
accordance with the requirements of
§1026.7(b)(12).

(vi) Certain disclosures accompanying
checks that access a credit card account
must be provided in a tabular format in
accordance with the requirements of
§1026.9(b)(3).

(vii) Certain disclosures provided in a
change-in-terms notice must be
provided in a tabular format in
accordance with the requirements of
§1026.9(c)(2)(iv)(D).

(viii) Certain disclosures provided
when a rate is increased due to
delinquency, default or as a penalty
must be provided in a tabular format in
accordance with the requirements of
§1026.9(g)(3)(ii).

(b) Time of disclosures. (1) Account-
opening disclosures. (i) General rule.
The creditor shall furnish account-
opening disclosures required by
§1026.6 before the first transaction is
made under the plan.

(ii) Charges imposed as part of an
open-end (not home-secured) plan.
Charges that are imposed as part of an
open-end (not home-secured) plan and
are not required to be disclosed under
§ 1026.6(b)(2) may be disclosed after
account opening but before the
consumer agrees to pay or becomes
obligated to pay for the charge, provided
they are disclosed at a time and in a
manner that a consumer would be likely
to notice them. This provision does not
apply to charges imposed as part of a
home-equity plan subject to the
requirements of § 1026.40.

(iii) Telephone purchases. Disclosures
required by § 1026.6 may be provided as
soon as reasonably practicable after the
first transaction if:

(A) The first transaction occurs when
a consumer contacts a merchant by
telephone to purchase goods and at the
same time the consumer accepts an offer
to finance the purchase by establishing
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an open-end plan with the merchant or
third-party creditor;

(B) The merchant or third-party
creditor permits consumers to return
any goods financed under the plan and
provides consumers with a sufficient
time to reject the plan and return the
goods free of cost after the merchant or
third-party creditor has provided the
written disclosures required by § 1026.6;
and

(C) The consumer’s right to reject the
plan and return the goods is disclosed
to the consumer as a part of the offer to
finance the purchase.

(iv) Membership fees. (A) General. In
general, a creditor may not collect any
fee before account-opening disclosures
are provided. A creditor may collect, or
obtain the consumer’s agreement to pay,
membership fees, including application
fees excludable from the finance charge
under § 1026.4(c)(1), before providing
account-opening disclosures if, after
receiving the disclosures, the consumer
may reject the plan and have no
obligation to pay these fees (including
application fees) or any other fee or
charge. A membership fee for purposes
of this paragraph has the same meaning
as a fee for the issuance or availability
of credit described in § 1026.60(b)(2). If
the consumer rejects the plan, the
creditor must promptly refund the
membership fee if it has been paid, or
take other action necessary to ensure the
consumer is not obligated to pay that fee
or any other fee or charge.

(B) Home-equity plans. Creditors
offering home-equity plans subject to
the requirements of § 1026.40 are not
subject to the requirements of paragraph
(b)(1)(iv)(A) of this section.

(v) Application fees. A creditor may
collect an application fee excludable
from the finance charge under
§1026.4(c)(1) before providing account-
opening disclosures. However, if a
consumer rejects the plan after receiving
account-opening disclosures, the
consumer must have no obligation to
pay such an application fee, or if the fee
was paid, it must be refunded. See
§1026.5(b)(1)(iv)(A).

(2) Periodic statements. (i) Statement
required. The creditor shall mail or
deliver a periodic statement as required
by § 1026.7 for each billing cycle at the
end of which an account has a debit or
credit balance of more than $1 or on
which a finance charge has been
imposed. A periodic statement need not
be sent for an account if the creditor
deems it uncollectible, if delinquency
collection proceedings have been
instituted, if the creditor has charged off
the account in accordance with loan-
loss provisions and will not charge any
additional fees or interest on the

account, or if furnishing the statement
would violate Federal law.

(ii) Timing requirements. (A) Credit
card accounts under an open-end (not
home-secured) consumer credit plan.
For credit card accounts under an open-
end (not home-secured) consumer credit
plan, a card issuer must adopt
reasonable procedures designed to
ensure that:

(1) Periodic statements are mailed or
delivered at least 21 days prior to the
payment due date disclosed on the
statement pursuant to
§1026.7(b)(11)(i)(A); and

(2) The card issuer does not treat as
late for any purpose a required
minimum periodic payment received by
the card issuer within 21 days after
mailing or delivery of the periodic
statement disclosing the due date for
that payment.

(B) Open-end consumer credit plans.
For accounts under an open-end
consumer credit plan, a creditor must
adopt reasonable procedures designed
to ensure that:

(1) If a grace period applies to the
account:

(i) Periodic statements are mailed or
delivered at least 21 days prior to the
date on which the grace period expires;
and

(1) The creditor does not impose
finance charges as a result of the loss of
the grace period if a payment that
satisfies the terms of the grace period is
received by the creditor within 21 days
after mailing or delivery of the periodic
statement.

(2) Regardless of whether a grace
period applies to the account:

(i) Periodic statements are mailed or
delivered at least 14 days prior to the
date on which the required minimum
periodic payment must be received in
order to avoid being treated as late for
any purpose; and

(i) The creditor does not treat as late
for any purpose a required minimum
periodic payment received by the
creditor within 14 days after mailing or
delivery of the periodic statement.

(3) For purposes of paragraph
(b)(2)(ii)(B) of this section, “‘grace
period” means a period within which
any credit extended may be repaid
without incurring a finance charge due
to a periodic interest rate.

(3) Credit and charge card application
and solicitation disclosures. The card
issuer shall furnish the disclosures for
credit and charge card applications and
solicitations in accordance with the
timing requirements of § 1026.60.

(4) Home-equity plans. Disclosures for
home-equity plans shall be made in
accordance with the timing
requirements of § 1026.40(b).

(c) Basis of disclosures and use of
estimates. Disclosures shall reflect the
terms of the legal obligation between the
parties. If any information necessary for
accurate disclosure is unknown to the
creditor, it shall make the disclosure
based on the best information
reasonably available and shall state
clearly that the disclosure is an
estimate.

(d) Multiple creditors; multiple
consumers. If the credit plan involves
more than one creditor, only one set of
disclosures shall be given, and the
creditors shall agree among themselves
which creditor must comply with the
requirements that this part imposes on
any or all of them. If there is more than
one consumer, the disclosures may be
made to any consumer who is primarily
liable on the account. If the right of
rescission under § 1026.15 is applicable,
however, the disclosures required by
§§1026.6 and 1026.15(b) shall be made
to each consumer having the right to
rescind.

(e) Effect of subsequent events. If a
disclosure becomes inaccurate because
of an event that occurs after the creditor
mails or delivers the disclosures, the
resulting inaccuracy is not a violation of
this part, although new disclosures may
be required under § 1026.9(c).

§1026.6 Account-opening disclosures.

(a) Rules affecting home-equity plans.
The requirements of this paragraph (a)
apply only to home-equity plans subject
to the requirements of § 1026.40. A
creditor shall disclose the items in this
section, to the extent applicable:

(1) Finance charge. The circumstances
under which a finance charge will be
imposed and an explanation of how it
will be determined, as follows:

(i) A statement of when finance
charges begin to accrue, including an
explanation of whether or not any time
period exists within which any credit
extended may be repaid without
incurring a finance charge. If such a
time period is provided, a creditor may,
at its option and without disclosure,
impose no finance charge when
payment is received after the time
period’s expiration.

(ii) A disclosure of each periodic rate
that may be used to compute the finance
charge, the range of balances to which
it is applicable, and the corresponding
annual percentage rate. If a creditor
offers a variable-rate plan, the creditor
shall also disclose: The circumstances
under which the rate(s) may increase;
any limitations on the increase; and the
effect(s) of an increase. When different
periodic rates apply to different types of
transactions, the types of transactions to
which the periodic rates shall apply
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shall also be disclosed. A creditor is not
required to adjust the range of balances
disclosure to reflect the balance below
which only a minimum charge applies.

(iii) An explanation of the method
used to determine the balance on which
the finance charge may be computed.

(iv) An explanation of how the
amount of any finance charge will be
determined, including a description of
how any finance charge other than the
periodic rate will be determined.

(2) Other charges. The amount of any
charge other than a finance charge that
may be imposed as part of the plan, or
an explanation of how the charge will
be determined.

(3) Home-equity plan information.
The following disclosures described in
§1026.40(d), as applicable:

(i) A statement of the conditions
under which the creditor may take
certain action, as described in
§1026.40(d)(4)(), such as terminating
the plan or changing the terms.

(ii) The payment information
described in § 1026.40(d)(5)(i) and (ii)
for both the draw period and any
repayment period.

(iii) A statement that negative
amortization may occur as described in
§1026.40(d)(9).

(iv) A statement of any transaction
requirements as described in
§1026.40(d)(10).

(v) A statement regarding the tax
implications as described in
§1026.40(d)(11).

(vi) A statement that the annual
percentage rate imposed under the plan
does not include costs other than
interest as described in § 1026.40(d)(6)
and (d)(12)(ii).

(vii) The variable-rate disclosures
described in § 1026.40(d)(12)(viii),
(d)(12)(x), (d)(12)(xi), and (d)(12)(xii), as
well as the disclosure described in
§1026.40(d)(5)(iii), unless the
disclosures provided with the
application were in a form the consumer
could keep and included a
representative payment example for the
category of payment option chosen by
the consumer.

(4) Security interests. The fact that the
creditor has or will acquire a security
interest in the property purchased under
the plan, or in other property identified
by item or type.

(5) Statement of billing rights. A
statement that outlines the consumer’s
rights and the creditor’s responsibilities
under §§1026.12(c) and 1026.13 and
that is substantially similar to the
statement found in Model Form G-3 or,
at the creditor’s option, G-3(A), in
Appendix G to this part.

(b) Rules affecting open-end (not
home-secured) plans. The requirements

of paragraph (b) of this section apply to
plans other than home-equity plans
subject to the requirements of § 1026.40.

(1) Form of disclosures; tabular
format for open-end (not home-secured)
plans. Creditors must provide the
account-opening disclosures specified
in paragraph (b)(2)(i) through (b)(2)(v)
(except for (b)(2)(i)(D)(2)) and (b)(2)(vii)
through (b)(2)(xiv) of this section in the
form of a table with the headings,
content, and format substantially similar
to any of the applicable tables in G-17
in Appendix G.

(i) Highlighting. In the table, any
annual percentage rate required to be
disclosed pursuant to paragraph (b)(2)(i)
of this section; any introductory rate
permitted to be disclosed pursuant to
paragraph (b)(2)(i)(B) or required to be
disclosed under paragraph (b)(2)(i)(F) of
this section, any rate that will apply
after a premium initial rate expires
permitted to be disclosed pursuant to
paragraph (b)(2)(i)(C) or required to be
disclosed pursuant to paragraph
(b)(2)({)(F), and any fee or percentage
amounts or maximum limits on fee
amounts disclosed pursuant to
paragraphs (b)(2)(ii), (b)(2)(iv), (b)(2)(vii)
through (b)(2)(xii) of this section must
be disclosed in bold text. However, bold
text shall not be used for: The amount
of any periodic fee disclosed pursuant
to paragraph (b)(2) of this section that is
not an annualized amount; and other
annual percentage rates or fee amounts
disclosed in the table.

(ii) Location. Only the information
required or permitted by paragraphs
(b)(2)(i) through (v) (except for
(b)(2)(E)(D)(2)) and (b)(2)(vii) through
(xiv) of this section shall be in the table.
Disclosures required by paragraphs
(b)(2)()(D)(2), (b)(2)(H)(D)(3), (b)(2)(vi),
and (b)(2)(xv) of this section shall be
placed directly below the table.
Disclosures required by paragraphs
(b)(3) through (5) of this section that are
not otherwise required to be in the table
and other information may be presented
with the account agreement or account-
opening disclosure statement, provided
such information appears outside the
required table.

(iii) Fees that vary by state. Creditors
that impose fees referred to in
paragraphs (b)(2)(vii) through (b)(2)(xi)
of this section that vary by state and that
provide the disclosures required by
paragraph (b) of this section in person
at the time the open-end (not home-
secured) plan is established in
connection with financing the purchase
of goods or services may, at the
creditor’s option, disclose in the
account-opening table the specific fee
applicable to the consumer’s account, or
the range of the fees, if the disclosure

includes a statement that the amount of
the fee varies by state and refers the
consumer to the account agreement or
other disclosure provided with the
account-opening table where the
amount of the fee applicable to the
consumer’s account is disclosed. A
creditor may not list fees for multiple
states in the account-opening summary
table.

(iv) Fees based on a percentage. If the
amount of any fee required to be
disclosed under this section is
determined on the basis of a percentage
of another amount, the percentage used
and the identification of the amount
against which the percentage is applied
may be disclosed instead of the amount
of the fee.

(2) Required disclosures for account-
opening table for open-end (not home-
secured) plans. A creditor shall disclose
the items in this section, to the extent
applicable:

(i) Annual percentage rate. Each
periodic rate that may be used to
compute the finance charge on an
outstanding balance for purchases, a
cash advance, or a balance transfer,
expressed as an annual percentage rate
(as determined by § 1026.14(b)). When
more than one rate applies for a category
of transactions, the range of balances to
which each rate is applicable shall also
be disclosed. The annual percentage rate
for purchases disclosed pursuant to this
paragraph shall be in at least 16-point
type, except for the following: A penalty
rate that may apply upon the occurrence
of one or more specific events.

(A) Variable-rate information. If a rate
disclosed under paragraph (b)(2)(i) of
this section is a variable rate, the
creditor shall also disclose the fact that
the rate may vary and how the rate is
determined. In describing how the
applicable rate will be determined, the
creditor must identify the type of index
or formula that is used in setting the
rate. The value of the index and the
amount of the margin that are used to
calculate the variable rate shall not be
disclosed in the table. A disclosure of
any applicable limitations on rate
increases or decreases shall not be
included in the table.

(B) Discounted initial rates. If the
initial rate is an introductory rate, as
that term is defined in
§1026.16(g)(2)(ii), the creditor must
disclose the rate that would otherwise
apply to the account pursuant to
paragraph (b)(2)(i) of this section. Where
the rate is not tied to an index or
formula, the creditor must disclose the
rate that will apply after the
introductory rate expires. In a variable-
rate account, the creditor must disclose
a rate based on the applicable index or
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formula in accordance with the
accuracy requirements of paragraph
(b)(4)(ii)(G) of this section. Except as
provided in paragraph (b)(2)(i)(F) of this
section, the creditor is not required to,
but may disclose in the table the
introductory rate along with the rate
that would otherwise apply to the
account if the creditor also discloses the
time period during which the
introductory rate will remain in effect,
and uses the term “introductory” or
“intro” in immediate proximity to the
introductory rate.

(C) Premium initial rate. If the initial
rate is temporary and is higher than the
rate that will apply after the temporary
rate expires, the creditor must disclose
the premium initial rate pursuant to
paragraph (b)(2)(i) of this section.
Consistent with paragraph (b)(2)(i) of
this section, the premium initial rate for
purchases must be in at least 16-point
type. Except as provided in paragraph
(b)(2)(1)(F) of this section, the creditor is
not required to, but may disclose in the
table the rate that will apply after the
premium initial rate expires if the
creditor also discloses the time period
during which the premium initial rate
will remain in effect. If the creditor also
discloses in the table the rate that will
apply after the premium initial rate for
purchases expires, that rate also must be
in at least 16-point type.

(D) Penalty rates. (1) In general.
Except as provided in paragraph
(b)(2)(1)(D)(2) and (b)(2)(1)(D)(3) of this
section, if a rate may increase as a
penalty for one or more events specified
in the account agreement, such as a late
payment or an extension of credit that
exceeds the credit limit, the creditor
must disclose pursuant to paragraph
(b)(2)() of this section the increased rate
that may apply, a brief description of
the event or events that may result in
the increased rate, and a brief
description of how long the increased
rate will remain in effect. If more than
one penalty rate may apply, the creditor
at its option may disclose the highest
rate that could apply, instead of
disclosing the specific rates or the range
of rates that could apply.

(2) Introductory rates. If the creditor
discloses in the table an introductory
rate, as that term is defined in
§1026.16(g)(2)(ii), creditors must briefly
disclose directly beneath the table the
circumstances under which the
introductory rate may be revoked, and
the rate that will apply after the
introductory rate is revoked.

(3) Employee preferential rates. If a
creditor discloses in the table a
preferential annual percentage rate for
which only employees of the creditor,
employees of a third party, or other

individuals with similar affiliations
with the creditor or third party, such as
executive officers, directors, or principal
shareholders are eligible, the creditor
must briefly disclose directly beneath
the table the circumstances under which
such preferential rate may be revoked,
and the rate that will apply after such
preferential rate is revoked.

(E) Point of sale where APRs vary by
state or based on creditworthiness.
Creditors imposing annual percentage
rates that vary by state or based on the
consumer’s creditworthiness and
providing the disclosures required by
paragraph (b) of this section in person
at the time the open-end (not home-
secured) plan is established in
connection with financing the purchase
of goods or services may, at the
creditor’s option, disclose pursuant to
paragraph (b)(2)(i) of this section in the
account-opening table:

(1) The specific annual percentage
rate applicable to the consumer’s
account; or

(2) The range of the annual percentage
rates, if the disclosure includes a
statement that the annual percentage
rate varies by state or will be
determined based on the consumer’s
creditworthiness and refers the
consumer to the account agreement or
other disclosure provided with the
account-opening table where the annual
percentage rate applicable to the
consumer’s account is disclosed. A
creditor may not list annual percentage
rates for multiple states in the account-
opening table.

(F) Credit card accounts under an
open-end (not home-secured) consumer
credit plan. Notwithstanding paragraphs
(b)(2)(1)(B) and (b)(2){)(C) of this
section, for credit card accounts under
an open-end (not home-secured) plan,
issuers must disclose in the table:

(1) Any introductory rate as that term
is defined in § 1026.16(g)(2)(ii) that
would apply to the account, consistent
with the requirements of paragraph
(b)(2)(1)(B) of this section, and

(2) Any rate that would apply upon
the expiration of a premium initial rate,
consistent with the requirements of
paragraph (b)(2)(i)(C) of this section.

(ii) Fees for issuance or availability.
(A) Any annual or other periodic fee
that may be imposed for the issuance or
availability of an open-end plan,
including any fee based on account
activity or inactivity; how frequently it
will be imposed; and the annualized
amount of the fee.

(B) Any non-periodic fee that relates
to opening the plan. A creditor must
disclose that the fee is a one-time fee.

(iii) Fixed finance charge; minimum
interest charge. Any fixed finance

charge and a brief description of the
charge. Any minimum interest charge if
it exceeds $1.00 that could be imposed
during a billing cycle, and a brief
description of the charge. The $1.00
threshold amount shall be adjusted
periodically by the Bureau to reflect
changes in the Consumer Price Index.
The Bureau shall calculate each year a
price level adjusted minimum interest
charge using the Consumer Price Index
in effect on the June 1 of that year.
When the cumulative change in the
adjusted minimum value derived from
applying the annual Consumer Price
level to the current minimum interest
charge threshold has risen by a whole
dollar, the minimum interest charge will
be increased by $1.00. The creditor may,
at its option, disclose in the table
minimum interest charges below this
threshold.

(iv) Transaction charges. Any
transaction charge imposed by the
creditor for use of the open-end plan for
purchases.

(v) Grace period. The date by which
or the period within which any credit
extended may be repaid without
incurring a finance charge due to a
periodic interest rate and any conditions
on the availability of the grace period.
If no grace period is provided, that fact
must be disclosed. If the length of the
grace period varies, the creditor may
disclose the range of days, the minimum
number of days, or the average number
of the days in the grace period, if the
disclosure is identified as a range,
minimum, or average. In disclosing in
the tabular format a grace period that
applies to all features on the account,
the phrase “How to Avoid Paying
Interest” shall be used as the heading
for the row describing the grace period.
If a grace period is not offered on all
features of the account, in disclosing
this fact in the tabular format, the
phrase “Paying Interest” shall be used
as the heading for the row describing
this fact.

(vi) Balance computation method.
The name of the balance computation
method listed in § 1026.60(g) that is
used to determine the balance on which
the finance charge is computed for each
feature, or an explanation of the method
used if it is not listed, along with a
statement that an explanation of the
method(s) required by paragraph
(b)(4)(i)(D) of this section is provided
with the account-opening disclosures.
In determining which balance
computation method to disclose, the
creditor shall assume that credit
extended will not be repaid within any
grace period, if any.



Federal Register/Vol. 76,

No. 246/ Thursday, December 22, 2011/Rules and Regulations

79781

(vii) Cash advance fee. Any fee
imposed for an extension of credit in the
form of cash or its equivalent.

(viii) Late payment fee. Any fee
imposed for a late payment.

(ix) Over-the-limit fee. Any fee
imposed for exceeding a credit limit.

(x) Balance transfer fee. Any fee
imposed to transfer an outstanding
balance.

(xi) Returned-payment fee. Any fee
imposed by the creditor for a returned
payment.

(xii) Required insurance, debt
cancellation or debt suspension
coverage. (A) A fee for insurance
described in § 1026.4(b)(7) or debt
cancellation or suspension coverage
described in § 1026.4(b)(10), if the
insurance, or debt cancellation or
suspension coverage is required as part
of the plan; and

(B) A cross reference to any additional
information provided about the
insurance or coverage, as applicable.

(xiii) Available credit. If a creditor
requires fees for the issuance or
availability of credit described in
paragraph (b)(2)(ii) of this section, or
requires a security deposit for such
credit, and the total amount of those
required fees and/or security deposit
that will be imposed and charged to the
account when the account is opened is
15 percent or more of the minimum
credit limit for the plan, a creditor must
disclose the available credit remaining
after these fees or security deposit are
debited to the account. The
determination whether the 15 percent
threshold is met must be based on the
minimum credit limit for the plan.
However, the disclosure provided under
this paragraph must be based on the
actual initial credit limit provided on
the account. In determining whether the
15 percent threshold test is met, the
creditor must only consider fees for
issuance or availability of credit, or a
security deposit, that are required. If
fees for issuance or availability are
optional, these fees should not be
considered in determining whether the
disclosure must be given. Nonetheless,
if the 15 percent threshold test is met,
the creditor in providing the disclosure
must disclose the amount of available
credit calculated by excluding those
optional fees, and the available credit
including those optional fees. The
creditor shall also disclose that the
consumer has the right to reject the plan
and not be obligated to pay those fees
or any other fee or charges until the
consumer has used the account or made
a payment on the account after receiving
a periodic statement. This paragraph
does not apply with respect to fees or

security deposits that are not debited to
the account.

(xiv) Web site reference. For issuers of
credit cards that are not charge cards, a
reference to the Web site established by
the Bureau and a statement that
consumers may obtain on the Web site
information about shopping for and
using credit cards. Until January 1,
2013, issuers may substitute for this
reference a reference to the Web site
established by the Board of Governors of
the Federal Reserve System.

(xv) Billing error rights reference. A
statement that information about
consumers’ right to dispute transactions
is included in the account-opening
disclosures.

(3) Disclosure of charges imposed as
part of open-end (not home-secured)
plans. A creditor shall disclose, to the
extent applicable:

(i) For charges imposed as part of an
open-end (not home-secured) plan, the
circumstances under which the charge
may be imposed, including the amount
of the charge or an explanation of how
the charge is determined. For finance
charges, a statement of when the charge
begins to accrue and an explanation of
whether or not any time period exists
within which any credit that has been
extended may be repaid without
incurring the charge. If such a time
period is provided, a creditor may, at its
option and without disclosure, elect not
to impose a finance charge when
payment is received after the time
period expires.

(ii) Charges imposed as part of the
plan are:

(A) Finance charges identified under
§1026.4(a) and § 1026.4(b).

(B) Charges resulting from the
consumer’s failure to use the plan as
agreed, except amounts payable for
collection activity after default,
attorney’s fees whether or not
automatically imposed, and post-
judgment interest rates permitted by
law.

(C) Taxes imposed on the credit
transaction by a state or other
governmental body, such as
documentary stamp taxes on cash
advances.

(D) Charges for which the payment, or
nonpayment, affect the consumer’s
access to the plan, the duration of the
plan, the amount of credit extended, the
period for which credit is extended, or
the timing or method of billing or
payment.

(E) Charges imposed for terminating a
plan.

(F) Charges for voluntary credit
insurance, debt cancellation or debt
suspension.

(iii) Charges that are not imposed as
part of the plan include:

(A) Charges imposed on a cardholder
by an institution other than the card
issuer for the use of the other
institution’s ATM in a shared or
interchange system.

(B) A charge for a package of services
that includes an open-end credit feature,
if the fee is required whether or not the
open-end credit feature is included and
the non-credit services are not merely
incidental to the credit feature.

(C) Charges under § 1026.4(e)
disclosed as specified.

(4) Disclosure of rates for open-end
(not home-secured) plans. A creditor
shall disclose, to the extent applicable:

(i) For each periodic rate that may be
used to calculate interest:

(A) Rates. The rate, expressed as a
periodic rate and a corresponding
annual percentage rate.

(B) Range of balances. The range of
balances to which the rate is applicable;
however, a creditor is not required to
adjust the range of balances disclosure
to reflect the balance below which only
a minimum charge applies.

(C) Type of transaction. The type of
transaction to which the rate applies, if
different rates apply to different types of
transactions.

(D) Balance computation method. An
explanation of the method used to
determine the balance to which the rate
is applied.

(i1) Variable-rate accounts. For
interest rate changes that are tied to
increases in an index or formula
(variable-rate accounts) specifically set
forth in the account agreement:

(A) The fact that the annual
percentage rate may increase.

(B) How the rate is determined,
including the margin.

(C) The circumstances under which
the rate may increase.

(D) The frequency with which the rate
may increase.

(E) Any limitation on the amount the
rate may change.

(F) The effect(s) of an increase.

(G) Except as specified in paragraph
(b)(4)(i1)(H) of this section, a rate is
accurate if it is a rate as of a specified
date and this rate was in effect within
the last 30 days before the disclosures
are provided.

(H) Creditors imposing annual
percentage rates that vary according to
an index that is not under the creditor’s
control that provide the disclosures
required by paragraph (b) of this section
in person at the time the open-end (not
home-secured) plan is established in
connection with financing the purchase
of goods or services may disclose in the
table a rate, or range of rates to the
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extent permitted by § 1026.6(b)(2)(i)(E),
that was in effect within the last 90 days
before the disclosures are provided,
along with a reference directing the
consumer to the account agreement or
other disclosure provided with the
account-opening table where an annual
percentage rate applicable to the
consumer’s account in effect within the
last 30 days before the disclosures are
provided is disclosed.

(iii) Rate changes not due to index or
formula. For interest rate changes that
are specifically set forth in the account
agreement and not tied to increases in
an index or formula:

(A) The initial rate (expressed as a
periodic rate and a corresponding
annual percentage rate) required under
paragraph (b)(4)(i)(A) of this section.

(B) How long the initial rate will
remain in effect and the specific events
that cause the initial rate to change.

(C) The rate (expressed as a periodic
rate and a corresponding annual
percentage rate) that will apply when
the initial rate is no longer in effect and
any limitation on the time period the
new rate will remain in effect.

(D) The balances to which the new
rate will apply.

(E) The balances to which the current
rate at the time of the change will apply.
(5) Additional disclosures for open-

end (not home-secured) plans. A
creditor shall disclose, to the extent
applicable:

(i) Voluntary credit insurance, debt
cancellation or debt suspension. The
disclosures in §§ 1026.4(d)(1)(i) and
(d)(1)(ii) and (d)(3)(i) through (d)(3)(iii)
if the creditor offers optional credit
insurance or debt cancellation or debt
suspension coverage that is identified in
§1026.4(b)(7) or (b)(10).

(ii) Security interests. The fact that the
creditor has or will acquire a security
interest in the property purchased under
the plan, or in other property identified
by item or type.

(iii) Statement of billing rights. A
statement that outlines the consumer’s
rights and the creditor’s responsibilities
under §§1026.12(c) and 1026.13 and
that is substantially similar to the
statement found in Model Form G—-3(A)
in Appendix G to this part.

§1026.7 Periodic statement.

The creditor shall furnish the
consumer with a periodic statement that
discloses the following items, to the
extent applicable:

(a) Rules affecting home-equity plans.
The requirements of paragraph (a) of
this section apply only to home-equity
plans subject to the requirements of
§ 1026.40. Alternatively, a creditor
subject to this paragraph may, at its

option, comply with any of the
requirements of paragraph (b) of this
section; however, any creditor that
chooses not to provide a disclosure
under paragraph (a)(7) of this section
must comply with paragraph (b)(6) of
this section.

(1) Previous balance. The account
balance outstanding at the beginning of
the billing cycle.

(2) Identification of transactions. An
identification of each credit transaction
in accordance with § 1026.8.

(3) Credits. Any credit to the account
during the billing cycle, including the
amount and the date of crediting. The
date need not be provided if a delay in
accounting does not result in any
finance or other charge.

(4) Periodic rates. (i) Except as
provided in paragraph (a)(4)(ii) of this
section, each periodic rate that may be
used to compute the finance charge, the
range of balances to which it is
applicable, and the corresponding
annual percentage rate. If no finance
charge is imposed when the outstanding
balance is less than a certain amount,
the creditor is not required to disclose
that fact, or the balance below which no
finance charge will be imposed. If
different periodic rates apply to
different types of transactions, the types
of transactions to which the periodic
rates apply shall also be disclosed. For
variable-rate plans, the fact that the
periodic rate(s) may vary.

(ii) Exception. An annual percentage
rate that differs from the rate that would
otherwise apply and is offered only for
a promotional period need not be
disclosed except in periods in which the
offered rate is actually applied.

(5) Balance on which finance charge
computed. The amount of the balance to
which a periodic rate was applied and
an explanation of how that balance was
determined. When a balance is
determined without first deducting all
credits and payments made during the
billing cycle, the fact and the amount of
the credits and payments shall be
disclosed.

(6) Amount of finance charge and
other charges. Creditors may comply
with paragraphs (a)(6) of this section, or
with paragraph (b)(6) of this section, at
their option.

(i) Finance charges. The amount of
any finance charge debited or added to
the account during the billing cycle,
using the term finance charge. The
components of the finance charge shall
be individually itemized and identified
to show the amount(s) due to the
application of any periodic rates and the
amounts(s) of any other type of finance
charge. If there is more than one
periodic rate, the amount of the finance

charge attributable to each rate need not
be separately itemized and identified.

(ii) Other charges. The amounts,
itemized and identified by type, of any
charges other than finance charges
debited to the account during the billing
cycle.

(7) Annual percentage rate. At a
creditor’s option, when a finance charge
is imposed during the billing cycle, the
annual percentage rate(s) determined
under § 1026.14(c) using the term
annual percentage rate.

(8) Grace period. The date by which
or the time period within which the
new balance or any portion of the new
balance must be paid to avoid
additional finance charges. If such a
time period is provided, a creditor may,
at its option and without disclosure,
impose no finance charge if payment is
received after the time period’s
expiration.

(9) Address for notice of billing errors.
The address to be used for notice of
billing errors. Alternatively, the address
may be provided on the billing rights
statement permitted by § 1026.9(a)(2).

(10) Closing date of billing cycle; new
balance. The closing date of the billing
cycle and the account balance
outstanding on that date.

(b) Rules affecting open-end (not
home-secured) plans. The requirements
of paragraph (b) of this section apply
only to plans other than home-equity
plans subject to the requirements of
§1026.40.

(1) Previous balance. The account
balance outstanding at the beginning of
the billing cycle.

(2) Identification of transactions. An
identification of each credit transaction
in accordance with §1026.8.

(3) Credits. Any credit to the account
during the billing cycle, including the
amount and the date of crediting. The
date need not be provided if a delay in
crediting does not result in any finance
or other charge.

(4) Periodic rates. (i) Except as
provided in paragraph (b)(4)(ii) of this
section, each periodic rate that may be
used to compute the interest charge
expressed as an annual percentage rate
and using the term Annual Percentage
Rate, along with the range of balances
to which it is applicable. If no interest
charge is imposed when the outstanding
balance is less than a certain amount,
the creditor is not required to disclose
that fact, or the balance below which no
interest charge will be imposed. The
types of transactions to which the
periodic rates apply shall also be
disclosed. For variable-rate plans, the
fact that the annual percentage rate may
vary.
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(ii) Exception. A promotional rate, as
that term is defined in § 1026.16(g)(2)(i),
is required to be disclosed only in
periods in which the offered rate is
actually applied.

(5) Balance on which finance charge
computed. The amount of the balance to
which a periodic rate was applied and
an explanation of how that balance was
determined, using the term Balance
Subject to Interest Rate. When a balance
is determined without first deducting all
credits and payments made during the
billing cycle, the fact and the amount of
the credits and payments shall be
disclosed. As an alternative to providing
an explanation of how the balance was
determined, a creditor that uses a
balance computation method identified
in §1026.60(g) may, at the creditor’s
option, identify the name of the balance
computation method and provide a toll-
free telephone number where
consumers may obtain from the creditor
more information about the balance
computation method and how resulting
interest charges were determined. If the
method used is not identified in
§1026.60(g), the creditor shall provide a
brief explanation of the method used.

(6) Charges imposed. (i) The amounts
of any charges imposed as part of a plan
as stated in § 1026.6(b)(3), grouped
together, in proximity to transactions
identified under paragraph (b)(2) of this
section, substantially similar to Sample
G—18(A) in Appendix G to this part.

(ii) Interest. Finance charges
attributable to periodic interest rates,
using the term Interest Charge, must be
grouped together under the heading
Interest Charged, itemized and totaled
by type of transaction, and a total of
finance charges attributable to periodic
interest rates, using the term Total
Interest, must be disclosed for the
statement period and calendar year to
date, using a format substantially
similar to Sample G-18(A) in Appendix
G to this part.

(iii) Fees. Charges imposed as part of
the plan other than charges attributable
to periodic interest rates must be
grouped together under the heading
Fees, identified consistent with the
feature or type, and itemized, and a total
of charges, using the term Fees, must be
disclosed for the statement period and
calendar year to date, using a format
substantially similar to Sample G-18(A)
in Appendix G to this part.

(7) Change-in-terms and increased
penalty rate summary for open-end (not
home-secured) plans. Creditors that
provide a change-in-terms notice
required by § 1026.9(c), or a rate
increase notice required by § 1026.9(g),
on or with the periodic statement, must
disclose the information in

§1026.9(c)(2)(iv)(A) and (c)(2)(iv)(B) (if
applicable) or § 1026.9(g)(3)(i) on the
periodic statement in accordance with
the format requirements in
§1026.9(c)(2)(iv)(D), and
§1026.9(g)(3)(ii). See Forms G—-18(F)
and G-18(G) in Appendix G to this part.

(8) Grace period. The date by which
or the time period within which the
new balance or any portion of the new
balance must be paid to avoid
additional finance charges. If such a
time period is provided, a creditor may,
at its option and without disclosure,
impose no finance charge if payment is
received after the time period’s
expiration.

(9) Address for notice of billing errors.
The address to be used for notice of
billing errors. Alternatively, the address
may be provided on the billing rights
statement permitted by § 1026.9(a)(2).

(10) Closing date of billing cycle; new
balance. The closing date of the billing
cycle and the account balance
outstanding on that date. The new
balance must be disclosed in accordance
with the format requirements of
paragraph (b)(13) of this section.

(11) Due date; late payment costs. (i)
Except as provided in paragraph
(b)(11)(ii) of this section and in
accordance with the format
requirements in paragraph (b)(13) of this
section, for a credit card account under
an open-end (not home-secured)
consumer credit plan, a card issuer must
provide on each periodic statement:

(A) The due date for a payment. The
due date disclosed pursuant to this
paragraph shall be the same day of the
month for each billing cycle.

(B) The amount of any late payment
fee and any increased periodic rate(s)
(expressed as an annual percentage
rate(s)) that may be imposed on the
account as a result of a late payment. If
a range of late payment fees may be
assessed, the card issuer may state the
range of fees, or the highest fee and an
indication that the fee imposed could be
lower. If the rate may be increased for
more than one feature or balance, the
card issuer may state the range of rates
or the highest rate that could apply and
at the issuer’s option an indication that
the rate imposed could be lower.

(ii) Exception. The requirements of
paragraph (b)(11)(i) of this section do
not apply to the following:

(A) Periodic statements provided
solely for charge card accounts; and

(B) Periodic statements provided for a
charged-off account where payment of
the entire account balance is due
immediately.

(12) Repayment disclosures. (i) In
general. Except as provided in
paragraphs (b)(12)(ii) and (b)(12)(v) of

this section, for a credit card account
under an open-end (not home-secured)
consumer credit plan, a card issuer must
provide the following disclosures on
each periodic statement:

(A) The following statement with a
bold heading: “Minimum Payment
Warning: If you make only the
minimum payment each period, you
will pay more in interest and it will take
you longer to pay off your balance;”

(B) The minimum payment repayment
estimate, as described in Appendix M1
to this part. If the minimum payment
repayment estimate is less than 2 years,
the card issuer must disclose the
estimate in months. Otherwise, the
estimate must be disclosed in years and
rounded to the nearest whole year;

(C) The minimum payment total cost
estimate, as described in Appendix M1
to this part. The minimum payment
total cost estimate must be rounded
either to the nearest whole dollar or to
the nearest cent, at the card issuer’s
option;

(D) A statement that the minimum
payment repayment estimate and the
minimum payment total cost estimate
are based on the current outstanding
balance shown on the periodic
statement. A statement that the
minimum payment repayment estimate
and the minimum payment total cost
estimate are based on the assumption
that only minimum payments are made
and no other amounts are added to the
balance;

(E) A toll-free telephone number
where the consumer may obtain from
the card issuer information about credit
counseling services consistent with
paragraph (b)(12)(iv) of this section; and

(F)(1) Except as provided in paragraph
(b)(12)(1)(F)(2) of this section, the
following disclosures:

(1) The estimated monthly payment
for repayment in 36 months, as
described in Appendix M1 to this part.
The estimated monthly payment for
repayment in 36 months must be
rounded either to the nearest whole
dollar or to the nearest cent, at the card
issuer’s option;

(if) A statement that the card issuer
estimates that the consumer will repay
the outstanding balance shown on the
periodic statement in 3 years if the
consumer pays the estimated monthly
payment each month for 3 years;

(i) The total cost estimate for
repayment in 36 months, as described in
Appendix M1 to this part. The total cost
estimate for repayment in 36 months
must be rounded either to the nearest
whole dollar or to the nearest cent, at
the card issuer’s option; and

(iv) The savings estimate for
repayment in 36 months, as described in
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Appendix M1 to this part. The savings
estimate for repayment in 36 months
must be rounded either to the nearest
whole dollar or to the nearest cent, at
the card issuer’s option.

(2) The requirements of paragraph
(b)(12)(1)(F)(1) of this section do not
apply to a periodic statement in any of
the following circumstances:

(1) The minimum payment repayment
estimate that is disclosed on the
periodic statement pursuant to
paragraph (b)(12)(i)(B) of this section
after rounding is three years or less;

(i) The estimated monthly payment
for repayment in 36 months, as
described in Appendix M1 to this part,
after rounding as set forth in paragraph
(b)(12)(1)(F)(1)(1) of this section that is
calculated for a particular billing cycle
is less than the minimum payment
required for the plan for that billing
cycle; and

(7ii) A billing cycle where an account
has both a balance in a revolving feature
where the required minimum payments
for this feature will not amortize that
balance in a fixed amount of time
specified in the account agreement and
a balance in a fixed repayment feature
where the required minimum payment
for this fixed repayment feature will
amortize that balance in a fixed amount
of time specified in the account
agreement which is less than 36 months.

(ii) Negative or no amortization. If
negative or no amortization occurs
when calculating the minimum
payment repayment estimate as
described in Appendix M1 of this part,
a card issuer must provide the following
disclosures on the periodic statement
instead of the disclosures set forth in
paragraph (b)(12)(i) of this section:

(A) The following statement:
“Minimum Payment Warning: Even if
you make no more charges using this
card, if you make only the minimum
payment each month we estimate you
will never pay off the balance shown on
this statement because your payment
will be less than the interest charged
each month”’;

(B) The following statement: “If you
make more than the minimum payment
each period, you will pay less in interest
and pay off your balance sooner”’;

(C) The estimated monthly payment
for repayment in 36 months, as
described in Appendix M1 to this part.
The estimated monthly payment for
repayment in 36 months must be
rounded either to the nearest whole
dollar or to the nearest cent, at the
issuer’s option;

(D) A statement that the card issuer
estimates that the consumer will repay
the outstanding balance shown on the
periodic statement in 3 years if the

consumer pays the estimated monthly
ayment each month for 3 years; and

(E) A toll-free telephone number
where the consumer may obtain from
the card issuer information about credit
counseling services consistent with
paragraph (b)(12)(iv) of this section.

(ii1) Format requirements. A card
issuer must provide the disclosures
required by paragraph (b)(12)(i) or
(b)(12)(ii) of this section in accordance
with the format requirements of
paragraph (b)(13) of this section, and in
a format substantially similar to
Samples G-18(C)(1), G-18(C)(2) and G-
18(C)(3) in Appendix G to this part, as
applicable.

(iv) Provision of information about
credit counseling services. (A) Required
information. To the extent available
from the United States Trustee or a
bankruptcy administrator, a card issuer
must provide through the toll-free
telephone number disclosed pursuant to
paragraphs (b)(12)(i) or (b)(12)(ii) of this
section the name, street address,
telephone number, and Web site address
for at least three organizations that have
been approved by the United States
Trustee or a bankruptcy administrator
pursuant to 11 U.S.C. 111(a)(1) to
provide credit counseling services in, at
the card issuer’s option, either the state
in which the billing address for the
account is located or the state specified
by the consumer.

(B) Updating required information. At
least annually, a card issuer must
update the information provided
pursuant to paragraph (b)(12)(iv)(A) of
this section for consistency with the
information available from the United
States Trustee or a bankruptcy
administrator.

(v) Exemptions. Paragraph (b)(12) of
this section does not apply to:

(A) Charge card accounts that require
payment of outstanding balances in full
at the end of each billing cycle;

(B) A billing cycle immediately
following two consecutive billing cycles
in which the consumer paid the entire
balance in full, had a zero outstanding
balance or had a credit balance; and

(C) A billing cycle where paying the
minimum payment due for that billing
cycle will pay the entire outstanding
balance on the account for that billing
cycle.

(13) Format requirements. The due
date required by paragraph (b)(11) of
this section shall be disclosed on the
front of the first page of the periodic
statement. The amount of the late
payment fee and the annual percentage
rate(s) required by paragraph (b)(11) of
this section shall be stated in close
proximity to the due date. The ending
balance required by paragraph (b)(10) of

this section and the disclosures required
by paragraph (b)(12) of this section shall
be disclosed closely proximate to the
minimum payment due. The due date,
late payment fee and annual percentage
rate, ending balance, minimum payment
due, and disclosures required by
paragraph (b)(12) of this section shall be
grouped together. Sample G—18(D) in
Appendix G to this part sets forth an
example of how these terms may be
grouped.

(14) Deferred interest or similar
transactions. For accounts with an
outstanding balance subject to a
deferred interest or similar program, the
date by which that outstanding balance
must be paid in full in order to avoid
the obligation to pay finance charges on
such balance must be disclosed on the
front of any page of each periodic
statement issued during the deferred
interest period beginning with the first
periodic statement issued during the
deferred interest period that reflects the
deferred interest or similar transaction.
The disclosure provided pursuant to
this paragraph must be substantially
similar to Sample G-18(H) in Appendix
G to this part.

§1026.8 Identifying transactions on
periodic statements.

The creditor shall identify credit
transactions on or with the first periodic
statement that reflects the transaction by
furnishing the following information, as
applicable:

(a) Sale credit. (1) Except as provided
in paragraph (a)(2) of this section, for
each credit transaction involving the
sale of property or services, the creditor
must disclose the amount and date of
the transaction, and either:

(i) A brief identification of the
property or services purchased, for
creditors and sellers that are the same or
related; or

(ii) The seller’s name; and the city and
state or foreign country where the
transaction took place. The creditor may
omit the address or provide any suitable
designation that helps the consumer to
identify the transaction when the
transaction took place at a location that
is not fixed; took place in the
consumer’s home; or was a mail,
Internet, or telephone order.

(2) Creditors need not comply with
paragraph (a)(1) of this section if an
actual copy of the receipt or other credit
document is provided with the first
periodic statement reflecting the
transaction, and the amount of the
transaction and either the date of the
transaction to the consumer’s account or
the date of debiting the transaction are
disclosed on the copy or on the periodic
statement.
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(b) Nonsale credit. For each credit
transaction not involving the sale of
property or services, the creditor must
disclose a brief identification of the
transaction; the amount of the
transaction; and at least one of the
following dates: The date of the
transaction, the date the transaction was
debited to the consumer’s account, or, if
the consumer signed the credit
document, the date appearing on the
document. If an actual copy of the
receipt or other credit document is
provided and that copy shows the
amount and at least one of the specified
dates, the brief identification may be
omitted.

(c) Alternative creditor procedures;
consumer inquiries for clarification or
documentation. The following
procedures apply to creditors that treat
an inquiry for clarification or
documentation as a notice of a billing
error, including correcting the account
in accordance with §1026.13(e):

(1) Failure to disclose the information
required by paragraphs (a) and (b) of
this section is not a failure to comply
with the regulation, provided that the
creditor also maintains procedures
reasonably designed to obtain and
provide the information. This applies to
transactions that take place outside a
state, as defined in § 1026.2(a)(26),
whether or not the creditor maintains
procedures reasonably adapted to obtain
the required information.

(2) As an alternative to the brief
identification for sale or nonsale credit,
the creditor may disclose a number or
symbol that also appears on the receipt
or other credit document given to the
consumer, if the number or symbol
reasonably identifies that transaction
with that creditor.

§1026.9 Subsequent disclosure
requirements.

(a) Furnishing statement of billing
rights. (1) Annual statement. The
creditor shall mail or deliver the billing
rights statement required by
§1026.6(a)(5) and (b)(5)(iii) at least once
per calendar year, at intervals of not less
than 6 months nor more than 18
months, either to all consumers or to
each consumer entitled to receive a
periodic statement under § 1026.5(b)(2)
for any one billing cycle.

(2) Alternative summary statement.
As an alternative to paragraph (a)(1) of
this section, the creditor may mail or
deliver, on or with each periodic
statement, a statement substantially
similar to Model Form G—4 or Model
Form G—4(A) in Appendix G to this part,
as applicable. Creditors offering home-
equity plans subject to the requirements

of § 1026.40 may use either Model
Form, at their option.

(b) Disclosures for supplemental
credit access devices and additional
features. (1) If a creditor, within 30 days
after mailing or delivering the account-
opening disclosures under § 1026.6(a)(1)
or (b)(3)(ii)(A), as applicable, adds a
credit feature to the consumer’s account
or mails or delivers to the consumer a
credit access device, including but not
limited to checks that access a credit
card account, for which the finance
charge terms are the same as those
previously disclosed, no additional
disclosures are necessary. Except as
provided in paragraph (b)(3) of this
section, after 30 days, if the creditor
adds a credit feature or furnishes a
credit access device (other than as a
renewal, resupply, or the original
issuance of a credit card) on the same
finance charge terms, the creditor shall
disclose, before the consumer uses the
feature or device for the first time, that
it is for use in obtaining credit under the
terms previously disclosed.

(2) Except as provided in paragraph
(b)(3) of this section, whenever a credit
feature is added or a credit access
device is mailed or delivered to the
consumer, and the finance charge terms
for the feature or device differ from
disclosures previously given, the
disclosures required by § 1026.6(a)(1) or
(b)(3)(ii)(A), as applicable, that are
applicable to the added feature or
device shall be given before the
consumer uses the feature or device for
the first time.

(3) Checks that access a credit card
account. (i) Disclosures. For open-end
plans not subject to the requirements of
§1026.40, if checks that can be used to
access a credit card account are
provided more than 30 days after
account-opening disclosures under
§1026.6(b) are mailed or delivered, or
are provided within 30 days of the
account-opening disclosures and the
finance charge terms for the checks
differ from the finance charge terms
previously disclosed, the creditor shall
disclose on the front of the page
containing the checks the following
terms in the form of a table with the
headings, content, and form
substantially similar to Sample G-19 in
Appendix G to this part:

(A) If a promotional rate, as that term
is defined in § 1026.16(g)(2)(i) applies to
the checks:

(1) The promotional rate and the time
period during which the promotional
rate will remain in effect;

(2) The type of rate that will apply
(such as whether the purchase or cash
advance rate applies) after the
promotional rate expires, and the

annual percentage rate that will apply
after the promotional rate expires. For a
variable-rate account, a creditor must
disclose an annual percentage rate based
on the applicable index or formula in
accordance with the accuracy
requirements set forth in paragraph
(b)(3)(ii) of this section; and

(3) The date, if any, by which the
consumer must use the checks in order
to qualify for the promotional rate. If the
creditor will honor checks used after
such date but will apply an annual
percentage rate other than the
promotional rate, the creditor must
disclose this fact and the type of annual
percentage rate that will apply if the
consumer uses the checks after such
date.

(B) If no promotional rate applies to
the checks:

(1) The type of rate that will apply to
the checks and the applicable annual
percentage rate. For a variable-rate
account, a creditor must disclose an
annual percentage rate based on the
applicable index or formula in
accordance with the accuracy
requirements set forth in paragraph
(b)(3)(ii) of this section.

(2) [Reserved]

(C) Any transaction fees applicable to
the checks disclosed under
§1026.6(b)(2)(iv); and

(D) Whether or not a grace period is
given within which any credit extended
by use of the checks may be repaid
without incurring a finance charge due
to a periodic interest rate. When
disclosing whether there is a grace
period, the phrase “How to Avoid
Paying Interest on Check Transactions”
shall be used as the row heading when
a grace period applies to credit extended
by the use of the checks. When
disclosing the fact that no grace period
exists for credit extended by use of the
checks, the phrase “Paying Interest”
shall be used as the row heading.

(ii) Accuracy. The disclosures in
paragraph (b)(3)(i) of this section must
be accurate as of the time the
disclosures are mailed or delivered. A
variable annual percentage rate is
accurate if it was in effect within 60
days of when the disclosures are mailed
or delivered.

(iii) Variable rates. If any annual
percentage rate required to be disclosed
pursuant to paragraph (b)(3)(i) of this
section is a variable rate, the card issuer
shall also disclose the fact that the rate
may vary and how the rate is
determined. In describing how the
applicable rate will be determined, the
card issuer must identify the type of
index or formula that is used in setting
the rate. The value of the index and the
amount of the margin that are used to
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calculate the variable rate shall not be
disclosed in the table. A disclosure of
any applicable limitations on rate
increases shall not be included in the
table.

(c) Change in terms. (1) Rules
affecting home-equity plans. (i) Written
notice required. For home-equity plans
subject to the requirements of § 1026.40,
whenever any term required to be
disclosed under § 1026.6(a) is changed
or the required minimum periodic
payment is increased, the creditor shall
mail or deliver written notice of the
change to each consumer who may be
affected. The notice shall be mailed or
delivered at least 15 days prior to the
effective date of the change. The 15-day
timing requirement does not apply if the
change has been agreed to by the
consumer; the notice shall be given,
however, before the effective date of the
change.

(ii) Notice not required. For home-
equity plans subject to the requirements
of §1026.40, a creditor is not required
to provide notice under this section
when the change involves a reduction of
any component of a finance or other
charge or when the change results from
an agreement involving a court
proceeding.

(iii) Notice to restrict credit. For
home-equity plans subject to the
requirements of § 1026.40, if the creditor
prohibits additional extensions of credit
or reduces the credit limit pursuant to
§1026.40(f)(3)(i) or (H)(3)(vi), the
creditor shall mail or deliver written
notice of the action to each consumer
who will be affected. The notice must be
provided not later than three business
days after the action is taken and shall
contain specific reasons for the action.
If the creditor requires the consumer to
request reinstatement of credit
privileges, the notice also shall state that
fact.

(2) Rules affecting open-end (not
home-secured) plans. (i) Changes where
written advance notice is required. (A)
General. For plans other than home-
equity plans subject to the requirements
of § 1026.40, except as provided in
paragraphs (c)(2)(i)(B), (c)(2)(iii) and
(c)(2)(v) of this section, when a
significant change in account terms as
described in paragraph (c)(2)(ii) of this
section is made, a creditor must provide
a written notice of the change at least 45
days prior to the effective date of the
change to each consumer who may be
affected. The 45-day timing requirement
does not apply if the consumer has
agreed to a particular change as
described in paragraph (c)(2)(i)(B) of
this section; for such changes, notice
must be given in accordance with the
timing requirements of paragraph

(c)(2)(1)(B) of this section. Increases in
the rate applicable to a consumer’s
account due to delinquency, default or
as a penalty described in paragraph (g)
of this section that are not due to a
change in the contractual terms of the
consumer’s account must be disclosed
pursuant to paragraph (g) of this section
instead of paragraph (c)(2) of this
section.

(B) Changes agreed to by the
consumer. A notice of change in terms
is required, but it may be mailed or
delivered as late as the effective date of
the change if the consumer agrees to the
particular change. This paragraph
(c)(2)(1)(B) applies only when a
consumer substitutes collateral or when
the creditor can advance additional
credit only if a change relatively unique
to that consumer is made, such as the
consumer’s providing additional
security or paying an increased
minimum payment amount. The
following are not considered agreements
between the consumer and the creditor
for purposes of this paragraph
(c)(2)(i)(B): The consumer’s general
acceptance of the creditor’s contract
reservation of the right to change terms;
the consumer’s use of the account
(which might imply acceptance of its
terms under state law); the consumer’s
acceptance of a unilateral term change
that is not particular to that consumer,
but rather is of general applicability to
consumers with that type of account;
and the consumer’s request to reopen a
closed account or to upgrade an existing
account to another account offered by
the creditor with different credit or
other features.

(ii) Significant changes in account
terms. For purposes of this section, a
“significant change in account terms”’
means a change to a term required to be
disclosed under § 1026.6(b)(1) and
(b)(2), an increase in the required
minimum periodic payment, a change to
a term required to be disclosed under
§1026.6(b)(4), or the acquisition of a
security interest.

(iii) Charges not covered by
§1026.6(b)(1) and (b)(2). Except as
provided in paragraph (c)(2)(vi) of this
section, if a creditor increases any
component of a charge, or introduces a
new charge, required to be disclosed
under § 1026.6(b)(3) that is not a
significant change in account terms as
described in paragraph (c)(2)(ii) of this
section, a creditor must either, at its
option:

(A) Comply with the requirements of
paragraph (c)(2)(i) of this section; or

(B) Provide notice of the amount of
the charge before the consumer agrees to
or becomes obligated to pay the charge,
at a time and in a manner that a

consumer would be likely to notice the
disclosure of the charge. The notice may
be provided orally or in writing.

(iv) Disclosure requirements. (A)
Significant changes in account terms. If
a creditor makes a significant change in
account terms as described in paragraph
(c)(2)(ii) of this section, the notice
provided pursuant to paragraph (c)(2)(i)
of this section must provide the
following information:

(1) A summary of the changes made
to terms required by § 1026.6(b)(1) and
(b)(2) or §1026.6(b)(4), a description of
any increase in the required minimum
periodic payment, and a description of
any security interest being acquired by
the creditor;

(2) A statement that changes are being
made to the account;

(3) For accounts other than credit card
accounts under an open-end (not home-
secured) consumer credit plan subject to
§1026.9(c)(2)(iv)(B), a statement
indicating the consumer has the right to
opt out of these changes, if applicable,
and a reference to additional
information describing the opt-out right
provided in the notice, if applicable;

(4) The date the changes will become
effective;

(5) If applicable, a statement that the
consumer may find additional
information about the summarized
changes, and other changes to the
account, in the notice;

(6) If the creditor is changing a rate on
the account, other than a penalty rate,

a statement that if a penalty rate
currently applies to the consumer’s
account, the new rate described in the
notice will not apply to the consumer’s
account until the consumer’s account
balances are no longer subject to the
penalty rate;

(7) If the change in terms being
disclosed is an increase in an annual
percentage rate, the balances to which
the increased rate will be applied. If
applicable, a statement identifying the
balances to which the current rate will
continue to apply as of the effective date
of the change in terms; and

(8) If the change in terms being
disclosed is an increase in an annual
percentage rate for a credit card account
under an open-end (not home-secured)
consumer credit plan, a statement of no
more than four principal reasons for the
rate increase, listed in their order of
importance.

(B) Right to reject for credit card
accounts under an open-end (not home-
secured) consumer credit plan. In
addition to the disclosures in paragraph
(c)(2)(iv)(A) of this section, if a card
issuer makes a significant change in
account terms on a credit card account
under an open-end (not home-secured)
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consumer credit plan, the creditor must
generally provide the following
information on the notice provided
pursuant to paragraph (c)(2)(i) of this
section. This information is not required
to be provided in the case of an increase
in the required minimum periodic
payment, an increase in a fee as a result
of a reevaluation of a determination
made under § 1026.52(b)(1)(i) or an
adjustment to the safe harbors in
§1026.52(b)(1)(ii) to reflect changes in
the Consumer Price Index, a change in
an annual percentage rate applicable to
a consumer’s account, an increase in a
fee previously reduced consistent with
50 U.S.C. app. 527 or a similar Federal
or state statute or regulation if the
amount of the increased fee does not
exceed the amount of that fee prior to
the reduction, or when the change
results from the creditor not receiving
the consumer’s required minimum
periodic payment within 60 days after
the due date for that payment:

(1) A statement that the consumer has
the right to reject the change or changes
prior to the effective date of the changes,
unless the consumer fails to make a
required minimum periodic payment
within 60 days after the due date for
that payment;

(2) Instructions for rejecting the
change or changes, and a toll-free
telephone number that the consumer
may use to notify the creditor of the
rejection; and

(3) If applicable, a statement that if
the consumer rejects the change or
changes, the consumer’s ability to use
the account for further advances will be
terminated or suspended.

(C) Changes resulting from failure to
make minimum periodic payment
within 60 days from due date for credit
card accounts under an open-end (not
home-secured) consumer credit plan.
For a credit card account under an
open-end (not home-secured) consumer
credit plan:

(1) If the significant change required
to be disclosed pursuant to paragraph
(c)(2)(i) of this section is an increase in
an annual percentage rate or a fee or
charge required to be disclosed under
§1026.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
based on the consumer’s failure to make
a minimum periodic payment within 60
days from the due date for that payment,
the notice provided pursuant to
paragraph (c)(2)(i) of this section must
state that the increase will cease to
apply to transactions that occurred prior
to or within 14 days of provision of the
notice, if the creditor receives six
consecutive required minimum periodic
payments on or before the payment due
date, beginning with the first payment

due following the effective date of the
increase.

(2) If the significant change required
to be disclosed pursuant to paragraph
(c)(2)(1) of this section is an increase in
a fee or charge required to be disclosed
under § 1026.6(b)(2)(ii), (b)(2)(iii), or
(b)(2)(xii) based on the consumer’s
failure to make a minimum periodic
payment within 60 days from the due
date for that payment, the notice
provided pursuant to paragraph (c)(2)(i)
of this section must also state the reason
for the increase.

(D) Format requirements. (1) Tabular
format. The summary of changes
described in paragraph (c)(2)(iv)(A)(1) of
this section must be in a tabular format
(except for a summary of any increase
in the required minimum periodic
payment, a summary of a term required
to be disclosed under § 1026.6(b)(4) that
is not required to be disclosed under
§1026.6(b)(1) and (b)(2), or a
description of any security interest
being acquired by the creditor), with
headings and format substantially
similar to any of the account-opening
tables found in G-17 in Appendix G to
this part. The table must disclose the
changed term and information relevant
to the change, if that relevant
information is required by § 1026.6(b)(1)
and (b)(2). The new terms shall be
described in the same level of detail as
required when disclosing the terms
under § 1026.6(b)(2).

(2) Notice included with periodic
statement. If a notice required by
paragraph (c)(2)(i) of this section is
included on or with a periodic
statement, the information described in
paragraph (c)(2)(iv)(A)(1) of this section
must be disclosed on the front of any
page of the statement. The summary of
changes described in paragraph
(€)(2)@v)(A)(1) of this section must
immediately follow the information
described in paragraph (c)(2)(iv)(A)(2)
through (c)(2)(iv)(A)(7) and, if
applicable, paragraphs (c)(2)(iv)(A)(8),
(¢)(2)(iv)(B), and (c)(2)(iv)(C) of this
section, and be substantially similar to
the format shown in Sample G-20 or G-
21 in Appendix G to this part.

(3) Notice provided separately from
periodic statement. If a notice required
by paragraph (c)(2)(i) of this section is
not included on or with a periodic
statement, the information described in
paragraph (c)(2)(iv)(A)(1) of this section
must, at the creditor’s option, be
disclosed on the front of the first page
of the notice or segregated on a separate
page from other information given with
the notice. The summary of changes
required to be in a table pursuant to
paragraph (c)(2)(iv)(A)(1) of this section
may be on more than one page, and may

use both the front and reverse sides, so
long as the table begins on the front of
the first page of the notice and there is

a reference on the first page indicating
that the table continues on the following
page. The summary of changes
described in paragraph (c)(2)(iv)(A)(1) of
this section must immediately follow
the information described in paragraph
(c)(2)(iv)(A)(2) through (c)(2)(iv)(A)(7)
and, if applicable, paragraphs
(c)(2)(iv)(A)(8), (c)(2)(iv)(B), and
(c)(2)(iv)(C), of this section,
substantially similar to the format
shown in Sample G-20 or G-21 in
Appendix G to this part.

(v) Notice not required. For open-end
plans (other than home equity plans
subject to the requirements of § 1026.40)
a creditor is not required to provide
notice under this section:

(A) When the change involves charges
for documentary evidence; a reduction
of any component of a finance or other
charge; suspension of future credit
privileges (except as provided in
paragraph (c)(2)(vi) of this section) or
termination of an account or plan; when
the change results from an agreement
involving a court proceeding; when the
change is an extension of the grace
period; or if the change is applicable
only to checks that access a credit card
account and the changed terms are
disclosed on or with the checks in
accordance with paragraph (b)(3) of this
section;

(B) When the change is an increase in
an annual percentage rate or fee upon
the expiration of a specified period of
time, provided that:

(1) Prior to commencement of that
period, the creditor disclosed in writing
to the consumer, in a clear and
conspicuous manner, the length of the
period and the annual percentage rate or
fee that would apply after expiration of
the period;

(2) The disclosure of the length of the
period and the annual percentage rate or
fee that would apply after expiration of
the period are set forth in close
proximity and in equal prominence to
the first listing of the disclosure of the
rate or fee that applies during the
specified period of time; and

(3) The annual percentage rate or fee
that applies after that period does not
exceed the rate or fee disclosed
pursuant to paragraph (c)(2)(v)(B)(1) of
this paragraph or, if the rate disclosed
pursuant to paragraph (c)(2)(v)(B)(1) of
this section was a variable rate, the rate
following any such increase is a variable
rate determined by the same formula
(index and margin) that was used to
calculate the variable rate disclosed
pursuant to paragraph (c)(2)(v)(B)(1);
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(C) When the change is an increase in
a variable annual percentage rate in
accordance with a credit card or other
account agreement that provides for
changes in the rate according to
operation of an index that is not under
the control of the creditor and is
available to the general public; or

(D) When the change is an increase in
an annual percentage rate, a fee or
charge required to be disclosed under
§1026.6(b)(2)(ii), (b)(2)(iii), (b)(2)(viii),
(b)(2)(ix), (b)(2)(ix) or (b)(2)(xii), or the
required minimum periodic payment
due to the completion of a workout or
temporary hardship arrangement by the
consumer or the consumer’s failure to
comply with the terms of such an
arrangement, provided that:

(1) The annual percentage rate or fee
or charge applicable to a category of
transactions or the required minimum
periodic payment following any such
increase does not exceed the rate or fee
or charge or required minimum periodic
payment that applied to that category of
transactions prior to commencement of
the arrangement or, if the rate that
applied to a category of transactions
prior to the commencement of the
workout or temporary hardship
arrangement was a variable rate, the rate
following any such increase is a variable
rate determined by the same formula
(index and margin) that applied to the
category of transactions prior to
commencement of the workout or
temporary hardship arrangement; and

(2) The creditor has provided the
consumer, prior to the commencement
of such arrangement, with a clear and
conspicuous disclosure of the terms of
the arrangement (including any
increases due to such completion or
failure). This disclosure must generally
be provided in writing. However, a
creditor may provide the disclosure of
the terms of the arrangement orally by
telephone, provided that the creditor
mails or delivers a written disclosure of
the terms of the arrangement to the
consumer as soon as reasonably
practicable after the oral disclosure is
provided.

(vi) Reduction of the credit limit. For
open-end plans that are not subject to
the requirements of § 1026.40, if a
creditor decreases the credit limit on an
account, advance notice of the decrease
must be provided before an over-the-
limit fee or a penalty rate can be
imposed solely as a result of the
consumer exceeding the newly
decreased credit limit. Notice shall be
provided in writing or orally at least 45
days prior to imposing the over-the-
limit fee or penalty rate and shall state
that the credit limit on the account has
been or will be decreased.

(d) Finance charge imposed at time of
transaction. (1) Any person, other than
the card issuer, who imposes a finance
charge at the time of honoring a
consumer’s credit card, shall disclose
the amount of that finance charge prior
to its imposition.

(2) The card issuer, other than the
person honoring the consumer’s credit
card, shall have no responsibility for the
disclosure required by paragraph (d)(1)
of this section, and shall not consider
any such charge for the purposes of
§§1026.60, 1026.6 and 1026.7.

(e) Disclosures upon renewal of credit
or charge card. (1) Notice prior to
renewal. A card issuer that imposes any
annual or other periodic fee to renew a
credit or charge card account of the type
subject to § 1026.60, including any fee
based on account activity or inactivity
or any card issuer that has changed or
amended any term of a cardholder’s
account required to be disclosed under
§1026.6(b)(1) and (b)(2) that has not
previously been disclosed to the
consumer, shall mail or deliver written
notice of the renewal to the cardholder.
If the card issuer imposes any annual or
other periodic fee for renewal, the
notice shall be provided at least 30 days
or one billing cycle, whichever is less,
before the mailing or the delivery of the
periodic statement on which any
renewal fee is initially charged to the
account. If the card issuer has changed
or amended any term required to be
disclosed under § 1026.6(b)(1) and (b)(2)
and such changed or amended term has
not previously been disclosed to the
consumer, the notice shall be provided
at least 30 days prior to the scheduled
renewal date of the consumer’s credit or
charge card. The notice shall contain the
following information:

(i) The disclosures contained in
§1026.60(b)(1) through (b)(7) that would
apply if the account were renewed; and

(ii) How and when the cardholder
may terminate credit availability under
the account to avoid paying the renewal
fee, if applicable.

(2) Notification on periodic
statements. The disclosures required by
this paragraph may be made on or with
a periodic statement. If any of the
disclosures are provided on the back of
a periodic statement, the card issuer
shall include a reference to those
disclosures on the front of the
statement.

(f) Change in credit card account
insurance provider. (1) Notice prior to
change. If a credit card issuer plans to
change the provider of insurance for
repayment of all or part of the
outstanding balance of an open-end
credit card account of the type subject
to §1026.60, the card issuer shall mail

or deliver to the cardholder written
notice of the change not less than 30
days before the change in provider
occurs. The notice shall also include the
following items, to the extent
applicable:

(i) Any increase in the rate that will
result from the change;

(ii) Any substantial decrease in
coverage that will result from the
change; and

(iii) A statement that the cardholder
may discontinue the insurance.

(2) Notice when change in provider
occurs. If a change described in
paragraph (f)(1) of this section occurs,
the card issuer shall provide the
cardholder with a written notice no later
than 30 days after the change, including
the following items, to the extent
applicable:

(i) The name and address of the new
insurance provider;

(ii) A copy of the new policy or group
certificate containing the basic terms of
the insurance, including the rate to be
charged; and

(iii) A statement that the cardholder
may discontinue the insurance.

(3) Substantial decrease in coverage.
For purposes of this paragraph, a
substantial decrease in coverage is a
decrease in a significant term of
coverage that might reasonably be
expected to affect the cardholder’s
decision to continue the insurance.
Significant terms of coverage include,
for example, the following:

(i) Type of coverage provided;

(ii) Age at which coverage terminates
or becomes more restrictive;

(iii) Maximum insurable loan balance,
maximum periodic benefit payment,
maximum number of payments, or other
term affecting the dollar amount of
coverage or benefits provided;

(iv) Eligibility requirements and
number and identity of persons covered;

(v) Definition of a key term of
coverage such as disability;

(vi) Exclusions from or limitations on
coverage; and

(vii) Waiting periods and whether
coverage is retroactive.

(4) Combined notification. The
notices required by paragraph (f)(1) and
(2) of this section may be combined
provided the timing requirement of
paragraph (f)(1) of this section is met.
The notices may be provided on or with
a periodic statement.

(g) Increase in rates due to
delinquency or default or as a penalty.
(1) Increases subject to this section. For
plans other than home-equity plans
subject to the requirements of § 1026.40,
except as provided in paragraph (g)(4) of
this section, a creditor must provide a
written notice to each consumer who
may be affected when:
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(i) A rate is increased due to the
consumer’s delinquency or default; or

(ii) A rate is increased as a penalty for
one or more events specified in the
account agreement, such as making a
late payment or obtaining an extension
of credit that exceeds the credit limit.

(2) Timing of written notice.
Whenever any notice is required to be
given pursuant to paragraph (g)(1) of
this section, the creditor shall provide
written notice of the increase in rates at
least 45 days prior to the effective date
of the increase. The notice must be
provided after the occurrence of the
events described in paragraphs (g)(1)(i)
and (g)(1)(ii) of this section that trigger
the imposition of the rate increase.

(3)(i) Disclosure requirements for rate
increases. (A) General. If a creditor is
increasing the rate due to delinquency
or default or as a penalty, the creditor
must provide the following information
on the notice sent pursuant to paragraph
(g)(1) of this section:

(1) A statement that the delinquency
or default rate or penalty rate, as
applicable, has been triggered;

(2) The date on which the
delinquency or default rate or penalty
rate will apply;

(3) The circumstances under which
the delinquency or default rate or
penalty rate, as applicable, will cease to
apply to the consumer’s account, or that
the delinquency or default rate or
penalty rate will remain in effect for a
potentially indefinite time period;

(4) A statement indicating to which
balances the delinquency or default rate
or penalty rate will be applied;

(5) If applicable, a description of any
balances to which the current rate will
continue to apply as of the effective date
of the rate increase, unless a consumer
fails to make a minimum periodic
payment within 60 days from the due
date for that payment; and

(6) For a credit card account under an
open-end (not home-secured) consumer
credit plan, a statement of no more than
four principal reasons for the rate
increase, listed in their order of
importance.

(B) Rate increases resulting from
failure to make minimum periodic
payment within 60 days from due date.
For a credit card account under an
open-end (not home-secured) consumer
credit plan, if the rate increase required
to be disclosed pursuant to paragraph
(g)(1) of this section is an increase
pursuant to § 1026.55(b)(4) based on the
consumer’s failure to make a minimum
periodic payment within 60 days from
the due date for that payment, the notice
provided pursuant to paragraph (g)(1) of
this section must also state that the
increase will cease to apply to

transactions that occurred prior to or
within 14 days of provision of the
notice, if the creditor receives six
consecutive required minimum periodic
payments on or before the payment due
date, beginning with the first payment
due following the effective date of the
increase.

(ii) Format requirements. (A) If a
notice required by paragraph (g)(1) of
this section is included on or with a
periodic statement, the information
described in paragraph (g)(3)(i) of this
section must be in the form of a table
and provided on the front of any page
of the periodic statement, above the
notice described in paragraph (c)(2)(iv)
of this section if that notice is provided
on the same statement.

(B) If a notice required by paragraph
(g)(1) of this section is not included on
or with a periodic statement, the
information described in paragraph
(g)(3)(i) of this section must be disclosed
on the front of the first page of the
notice. Only information related to the
increase in the rate to a penalty rate may
be included with the notice, except that
this notice may be combined with a
notice described in paragraph (c)(2)(iv)
or (g)(4) of this section.

(4) Exception for decrease in credit
limit. A creditor is not required to
provide a notice pursuant to paragraph
(g)(1) of this section prior to increasing
the rate for obtaining an extension of
credit that exceeds the credit limit,
provided that:

(i) The creditor provides at least 45
days in advance of imposing the penalty
rate a notice, in writing, that includes:

(A) A statement that the credit limit
on the account has been or will be
decreased.

(B) A statement indicating the date on
which the penalty rate will apply, if the
outstanding balance exceeds the credit
limit as of that date;

(C) A statement that the penalty rate
will not be imposed on the date
specified in paragraph (g)(4)(i)(B) of this
section, if the outstanding balance does
not exceed the credit limit as of that
date;

(D) The circumstances under which
the penalty rate, if applied, will cease to
apply to the account, or that the penalty
rate, if applied, will remain in effect for
a potentially indefinite time period;

(E) A statement indicating to which
balances the penalty rate may be
applied; and

(F) If applicable, a description of any
balances to which the current rate will
continue to apply as of the effective date
of the rate increase, unless the consumer
fails to make a minimum periodic
payment within 60 days from the due
date for that payment; and

(ii) The creditor does not increase the
rate applicable to the consumer’s
account to the penalty rate if the
outstanding balance does not exceed the
credit limit on the date set forth in the
notice and described in paragraph
(g)(4)(1)(B) of this section.

(iii)(A) If a notice provided pursuant
to paragraph (g)(4)(i) of this section is
included on or with a periodic
statement, the information described in
paragraph (g)(4)(i) of this section must
be in the form of a table and provided
on the front of any page of the periodic
statement; or

(B) If a notice required by paragraph
(g)(4)(i) of this section is not included
on or with a periodic statement, the
information described in paragraph
(g)(4)(i) of this section must be disclosed
on the front of the first page of the
notice. Only information related to the
reduction in credit limit may be
included with the notice, except that
this notice may be combined with a
notice described in paragraph (c)(2)(iv)
or (g)(1) of this section.

(h) Consumer rejection of certain
significant changes in terms. (1) Right to
reject. If paragraph (c)(2)(iv)(B) of this
section requires disclosure of the
consumer’s right to reject a significant
change to an account term, the
consumer may reject that change by
notifying the creditor of the rejection
before the effective date of the change.

(2) Effect of rejection. If a creditor is
notified of a rejection of a significant
change to an account term as provided
in paragraph (h)(1) of this section, the
creditor must not:

(i) Apply the change to the account;

(ii) Impose a fee or charge or treat the
account as in default solely as a result
of the rejection; or

(iii) Require repayment of the balance
on the account using a method that is
less beneficial to the consumer than one
of the methods listed in § 1026.55(c)(2).

(3) Exception. Section 1026.9(h) does
not apply when the creditor has not
received the consumer’s required
minimum periodic payment within 60
days after the due date for that payment.

§1026.10 Payments.

(a) General rule. A creditor shall
credit a payment to the consumer’s
account as of the date of receipt, except
when a delay in crediting does not
result in a finance or other charge or
except as provided in paragraph (b) of
this section.

(b) Specific requirements for
payments. (1) General rule. A creditor
may specify reasonable requirements for
payments that enable most consumers to
make conforming payments.
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(2) Examples of reasonable
requirements for payments. Reasonable
requirements for making payment may
include:

(i) Requiring that payments be
accompanied by the account number or
payment stub;

(i) Setting reasonable cut-off times for
payments to be received by mail, by
electronic means, by telephone, and in
person (except as provided in paragraph
(b)(3) of this section), provided that
such cut-off times shall be no earlier
than 5 p.m. on the payment due date at
the location specified by the creditor for
the receipt of such payments;

(iii) Specifying that only checks or
money orders should be sent by mail;

(iv) Specifying that payment is to be
made in U.S. dollars; or

(v) Specifying one particular address
for receiving payments, such as a post
office box.

(3) In-person payments on credit card
accounts. (i) General. Notwithstanding
§1026.10(b), payments on a credit card
account under an open-end (not home-
secured) consumer credit plan made in
person at a branch or office of a card
issuer that is a financial institution prior
to the close of business of that branch
or office shall be considered received on
the date on which the consumer makes
the payment. A card issuer that is a
financial institution shall not impose a
cut-off time earlier than the close of
business for any such payments made in
person at any branch or office of the
card issuer at which such payments are
accepted. Notwithstanding
§1026.10(b)(2)(ii), a card issuer may
impose a cut-off time earlier than 5 p.m.
for such payments, if the close of
business of the branch or office is earlier
than 5 p.m.

(ii) Financial institution. For purposes
of paragraph (b)(3) of this section,
“financial institution” shall mean a
bank, savings association, or credit
union.

(4) Nonconforming payments. (i) In
general. Except as provided in
paragraph (b)(4)(ii) of this section, if a
creditor specifies, on or with the
periodic statement, requirements for the
consumer to follow in making payments
as permitted under this § 1026.10, but
accepts a payment that does not
conform to the requirements, the
creditor shall credit the payment within
five days of receipt.

(ii) Payment methods promoted by
creditor. If a creditor promotes a method
for making payments, such payments
shall be considered conforming
payments in accordance with this
paragraph (b) and shall be credited to
the consumer’s account as of the date of
receipt, except when a delay in

crediting does not result in a finance or
other charge.

(c) Adjustment of account. If a
creditor fails to credit a payment, as
required by paragraphs (a) or (b) of this
section, in time to avoid the imposition
of finance or other charges, the creditor
shall adjust the consumer’s account so
that the charges imposed are credited to
the consumer’s account during the next
billing cycle.

(d) Crediting of payments when
creditor does not receive or accept
payments on due date. (1) General.
Except as provided in paragraph (d)(2)
of this section, if a creditor does not
receive or accept payments by mail on
the due date for payments, the creditor
may generally not treat a payment
received the next business day as late
for any purpose. For purposes of this
paragraph (d), the “next business day”
means the next day on which the
creditor accepts or receives payments by
mail.

(2) Payments accepted or received
other than by mail. If a creditor accepts
or receives payments made on the due
date by a method other than mail, such
as electronic or telephone payments, the
creditor is not required to treat a
payment made by that method on the
next business day as timely, even if it
does not accept mailed payments on the
due date.

(e) Limitations on fees related to
method of payment. For credit card
accounts under an open-end (not home-
secured) consumer credit plan, a
creditor may not impose a separate fee
to allow consumers to make a payment
by any method, such as mail, electronic,
or telephone payments, unless such
payment method involves an expedited
service by a customer service
representative of the creditor. For
purposes of paragraph (e) of this section,
the term “creditor” includes a third
party that collects, receives, or processes
payments on behalf of a creditor.

(f) Changes by card issuer. If a card
issuer makes a material change in the
address for receiving payments or
procedures for handling payments, and
such change causes a material delay in
the crediting of a payment to the
consumer’s account during the 60-day
period following the date on which such
change took effect, the card issuer may
not impose any late fee or finance
charge for a late payment on the credit
card account during the 60-day period
following the date on which the change
took effect.

§1026.11 Treatment of credit balances;
account termination.

(a) Credit balances. When a credit
balance in excess of $1 is created on a

credit account (through transmittal of
funds to a creditor in excess of the total
balance due on an account, through
rebates of unearned finance charges or
insurance premiums, or through
amounts otherwise owed to or held for
the benefit of the consumer), the
creditor shall:

(1) Credit the amount of the credit
balance to the consumer’s account;

(2) Refund any part of the remaining
credit balance within seven business
days from receipt of a written request
from the consumer;

(3) Make a good faith effort to refund
to the consumer by cash, check, or
money order, or credit to a deposit
account of the consumer, any part of the
credit balance remaining in the account
for more than six months. No further
action is required if the consumer’s
current location is not known to the
creditor and cannot be traced through
the consumer’s last known address or
telephone number.

(b) Account termination. (1) A
creditor shall not terminate an account
prior to its expiration date solely
because the consumer does not incur a
finance charge.

(2) Nothing in paragraph (b)(1) of this
section prohibits a creditor from
terminating an account that is inactive
for three or more consecutive months.
An account is inactive for purposes of
this paragraph if no credit has been
extended (such as by purchase, cash
advance or balance transfer) and if the
account has no outstanding balance.

(c) Timely settlement of estate debts.
(1) General rule. (i) Reasonable policies
and procedures required. For credit card
accounts under an open-end (not home-
secured) consumer credit plan, card
issuers must adopt reasonable written
policies and procedures designed to
ensure that an administrator of an estate
of a deceased accountholder can
determine the amount of and pay any
balance on the account in a timely
manner.

(ii) Application to joint accounts.
Paragraph (c) of this section does not
apply to the account of a deceased
consumer if a joint accountholder
remains on the account.

(2) Timely statement of balance.

(i) Requirement. Upon request by the
administrator of an estate, a card issuer
must provide the administrator with the
amount of the balance on a deceased
consumer’s account in a timely manner.

(ii) Safe harbor. For purposes of
paragraph (c)(2)(i) of this section,
providing the amount of the balance on
the account within 30 days of receiving
the request is deemed to be timely.

(3) Limitations after receipt of request
from administrator. (i) Limitation on
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fees and increases in annual percentage
rates. After receiving a request from the
administrator of an estate for the
amount of the balance on a deceased
consumer’s account, a card issuer must
not impose any fees on the account
(such as a late fee, annual fee, or over-
the-limit fee) or increase any annual
percentage rate, except as provided by
§1026.55(b)(2).

(ii) Limitation on trailing or residual
interest. A card issuer must waive or
rebate any additional finance charge due
to a periodic interest rate if payment in
full of the balance disclosed pursuant to
paragraph (c)(2) of this section is
received within 30 days after disclosure.

§1026.12 Special credit card provisions.

(a) Issuance of credit cards.
Regardless of the purpose for which a
credit card is to be used, including
business, commercial, or agricultural
use, no credit card shall be issued to any
person except:

(1) In response to an oral or written
request or application for the card; or

(2) As a renewal of, or substitute for,
an accepted credit card.

(b) Liability of cardholder for
unauthorized use. (1)(i) Definition of
unauthorized use. For purposes of this
section, the term ‘‘unauthorized use”
means the use of a credit card by a
person, other than the cardholder, who
does not have actual, implied, or
apparent authority for such use, and
from which the cardholder receives no
benefit.

(ii) Limitation on amount. The
liability of a cardholder for
unauthorized use of a credit card shall
not exceed the lesser of $50 or the
amount of money, property, labor, or
services obtained by the unauthorized
use before notification to the card issuer
under paragraph (b)(3) of this section.

(2) Conditions of liability. A
cardholder shall be liable for
unauthorized use of a credit card only
if:

(i) The credit card is an accepted
credit card;

(ii) The card issuer has provided
adequate notice of the cardholder’s
maximum potential liability and of
means by which the card issuer may be
notified of loss or theft of the card. The
notice shall state that the cardholder’s
liability shall not exceed $50 (or any
lesser amount) and that the cardholder
may give oral or written notification,
and shall describe a means of
notification (for example, a telephone
number, an address, or both); and

(iii) The card issuer has provided a
means to identify the cardholder on the
account or the authorized user of the
card.

(3) Notification to card issuer.
Notification to a card issuer is given
when steps have been taken as may be
reasonably required in the ordinary
course of business to provide the card
issuer with the pertinent information
about the loss, theft, or possible
unauthorized use of a credit card,
regardless of whether any particular
officer, employee, or agent of the card
issuer does, in fact, receive the
information. Notification may be given,
at the option of the person giving it, in
person, by telephone, or in writing.
Notification in writing is considered
given at the time of receipt or, whether
or not received, at the expiration of the
time ordinarily required for
transmission, whichever is earlier.

(4) Effect of other applicable law or
agreement. If state law or an agreement
between a cardholder and the card
issuer imposes lesser liability than that
provided in this paragraph, the lesser
liability shall govern.

(5) Business use of credit cards. If 10
or more credit cards are issued by one
card issuer for use by the employees of
an organization, this section does not
prohibit the card issuer and the
organization from agreeing to liability
for unauthorized use without regard to
this section. However, liability for
unauthorized use may be imposed on an
employee of the organization, by either
the card issuer or the organization, only
in accordance with this section.

(c) Right of cardholder to assert
claims or defenses against card issuer.
(1) General rule. When a person who
honors a credit card fails to resolve
satisfactorily a dispute as to property or
services purchased with the credit card
in a consumer credit transaction, the
cardholder may assert against the card
issuer all claims (other than tort claims)
and defenses arising out of the
transaction and relating to the failure to
resolve the dispute. The cardholder may
withhold payment up to the amount of
credit outstanding for the property or
services that gave rise to the dispute and
any finance or other charges imposed on
that amount.

(2) Adverse credit reports prohibited.
If, in accordance with paragraph (c)(1)
of this section, the cardholder withholds
payment of the amount of credit
outstanding for the disputed
transaction, the card issuer shall not
report that amount as delinquent until
the dispute is settled or judgment is
rendered.

(3) Limitations. (i) General. The rights
stated in paragraphs (c)(1) and (c)(2) of
th1s section ap};I y only if:

A) The cardholder has made a good
falth attempt to resolve the dispute with
the person honoring the credit card; and

(B) The amount of credit extended to
obtain the property or services that
result in the assertion of the claim or
defense by the cardholder exceeds $50,
and the disputed transaction occurred
in the same state as the cardholder’s
current designated address or, if not
within the same state, within 100 miles
from that address.

(ii) Exclusion. The limitations stated
in paragraph (c)(3)(i)(B) of this section
shall not apply when the person
honoring the credit card:

(A) Is the same person as the card
issuer;

(B) Is controlled by the card issuer
directly or indirectly;

(C) Is under the direct or indirect
control of a third person that also
directly or indirectly controls the card
issuer;

(D) Controls the card issuer directly or
indirectly;

(E) Is a franchised dealer in the card
issuer’s products or services; or

(F) Has obtained the order for the
disputed transaction through a mail
solicitation made or participated in by
the card issuer.

d) Offsets by card issuer prohibited.
(1) A card issuer may not take any
action, either before or after termination
of credit card privileges, to offset a
cardholder’s indebtedness arising from a
consumer credit transaction under the
relevant credit card plan against funds
of the cardholder held on deposit with
the card issuer.

(2) This paragraph does not alter or
affect the right of a card issuer acting
under state or Federal law to do any of
the following with regard to funds of a
cardholder held on deposit with the
card issuer if the same procedure is
constitutionally available to creditors
generally: Obtain or enforce a
consensual security interest in the
funds; attach or otherwise levy upon the
funds; or obtain or enforce a court order
relating to the funds.

(3) This paragraph does not prohibit
a plan, if authorized in writing by the
cardholder, under which the card issuer
may periodically deduct all or part of
the cardholder’s credit card debt from a
deposit account held with the card
issuer (subject to the limitations in
§1026.13(d)(1)).

(e) Prompt notification of returns and
crediting of refunds. (1) When a creditor
other than the card issuer accepts the
return of property or forgives a debt for
services that is to be reflected as a credit
to the consumer’s credit card account,
that creditor shall, within 7 business
days from accepting the return or
forgiving the debt, transmit a credit
statement to the card issuer through the
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card issuer’s normal channels for credit
statements.

(2) The card issuer shall, within 3
business days from receipt of a credit
statement, credit the consumer’s
account with the amount of the refund.

(3) If a creditor other than a card
issuer routinely gives cash refunds to
consumers paying in cash, the creditor
shall also give credit or cash refunds to
consumers using credit cards, unless it
discloses at the time the transaction is
consummated that credit or cash
refunds for returns are not given. This
section does not require refunds for
returns nor does it prohibit refunds in
kind.

(f) Discounts; tie-in arrangements. No
card issuer may, by contract or
otherwise:

(1) Prohibit any person who honors a
credit card from offering a discount to
a consumer to induce the consumer to
pay by cash, check, or similar means
rather than by use of a credit card or its
underlying account for the purchase of
property or services; or

(2) Require any person who honors
the card issuer’s credit card to open or
maintain any account or obtain any
other service not essential to the
operation of the credit card plan from
the card issuer or any other person, as
a condition of participation in a credit
card plan. If maintenance of an account
for clearing purposes is determined to
be essential to the operation of the
credit card plan, it may be required only
if no service charges or minimum
balance requirements are imposed.

(g) Relation to Electronic Fund
Transfer Act and Regulation E. For
guidance on whether Regulation Z (12
CFR part 1026) or Regulation E (12 CFR
part 1005) applies in instances
involving both credit and electronic
fund transfer aspects, refer to Regulation
E, 12 CFR 1005.12(a) regarding issuance
and liability for unauthorized use. On
matters other than issuance and
liability, this section applies to the
credit aspects of combined credit/
electronic fund transfer transactions, as
applicable.

§1026.13 Billing error resolution.

(a) Definition of billing error. For
purposes of this section, the term billing
eITOor means:

(1) A reflection on or with a periodic
statement of an extension of credit that
is not made to the consumer or to a
person who has actual, implied, or
apparent authority to use the
consumer’s credit card or open-end
credit plan.

(2) A reflection on or with a periodic
statement of an extension of credit that
is not identified in accordance with the

requirements of §§ 1026.7(a)(2) or (b)(2),
as applicable, and 1026.8.

(3) A reflection on or with a periodic
statement of an extension of credit for
property or services not accepted by the
consumer or the consumer’s designee,
or not delivered to the consumer or the
consumer’s designee as agreed.

(4) A reflection on a periodic
statement of the creditor’s failure to
credit properly a payment or other
credit issued to the consumer’s account.

(5) A reflection on a periodic
statement of a computational or similar
error of an accounting nature that is
made by the creditor.

(6) A reflection on a periodic
statement of an extension of credit for
which the consumer requests additional
clarification, including documentary
evidence.

(7) The creditor’s failure to mail or
deliver a periodic statement to the
consumer’s last known address if that
address was received by the creditor, in
writing, at least 20 days before the end
of the billing cycle for which the
statement was required.

(b) Billing error notice. A billing error
notice is a written notice from a
consumer that:

(1) Is received by a creditor at the
address disclosed under § 1026.7(a)(9)
or (b)(9), as applicable, no later than 60
days after the creditor transmitted the
first periodic statement that reflects the
alleged billing error;

(2) Enables the creditor to identify the
consumer’s name and account number;
and

(3) To the extent possible, indicates
the consumer’s belief and the reasons
for the belief that a billing error exists,
and the type, date, and amount of the
eITor.

(c) Time for resolution; general
procedures. (1) The creditor shall mail
or deliver written acknowledgment to
the consumer within 30 days of
receiving a billing error notice, unless
the creditor has complied with the
appropriate resolution procedures of
paragraphs (e) and (f) of this section, as
applicable, within the 30-day period;
and

(2) The creditor shall comply with the
appropriate resolution procedures of
paragraphs (e) and (f) of this section, as
applicable, within 2 complete billing
cycles (but in no event later than 90
days) after receiving a billing error
notice.

(d) Rules pending resolution. Until a
billing error is resolved under paragraph
(e) or (f) of this section, the following
rules apply:

(1) Consumer’s right to withhold
disputed amount; collection action
prohibited. The consumer need not pay

(and the creditor may not try to collect)
any portion of any required payment
that the consumer believes is related to
the disputed amount (including related
finance or other charges). If the
cardholder has enrolled in an automatic
payment plan offered by the card issuer
and has agreed to pay the credit card
indebtedness by periodic deductions
from the cardholder’s deposit account,
the card issuer shall not deduct any part
of the disputed amount or related
finance or other charges if a billing error
notice is received any time up to 3
business days before the scheduled
payment date.

(2) Adverse credit reports prohibited.
The creditor or its agent shall not
(directly or indirectly) make or threaten
to make an adverse report to any person
about the consumer’s credit standing, or
report that an amount or account is
delinquent, because the consumer failed
to pay the disputed amount or related
finance or other charges.

(3) Acceleration of debt and
restriction of account prohibited. A
creditor shall not accelerate any part of
the consumer’s indebtedness or restrict
or close a consumer’s account solely
because the consumer has exercised in
good faith rights provided by this
section. A creditor may be subject to the
forfeiture penalty under 15 U.S.C.
1666(e) for failure to comply with any
of the requirements of this section.

(4) Permitted creditor actions. A
creditor is not prohibited from taking
action to collect any undisputed portion
of the item or bill; from deducting any
disputed amount and related finance or
other charges from the consumer’s
credit limit on the account; or from
reflecting a disputed amount and related
finance or other charges on a periodic
statement, provided that the creditor
indicates on or with the periodic
statement that payment of any disputed
amount and related finance or other
charges is not required pending the
creditor’s compliance with this section.

(e) Procedures if billing error occurred
as asserted. If a creditor determines that
a billing error occurred as asserted, it
shall within the time limits in paragraph
(c)(2) of this section:

(1) Correct the billing error and credit
the consumer’s account with any
disputed amount and related finance or
other charges, as applicable; and

(2) Mail or deliver a correction notice
to the consumer.

(f) Procedures if different billing error
or no billing error occurred. If, after
conducting a reasonable investigation, a
creditor determines that no billing error
occurred or that a different billing error
occurred from that asserted, the creditor



Federal Register/Vol. 76,

No. 246/ Thursday, December 22, 2011/Rules and Regulations

79793

shall within the time limits in paragraph
(c)(2) of this section:

(1) Mail or deliver to the consumer an
explanation that sets forth the reasons
for the creditor’s belief that the billing
error alleged by the consumer is
incorrect in whole or in part;

(2) Furnish copies of documentary
evidence of the consumer’s
indebtedness, if the consumer so
requests; and

(3) If a different billing error occurred,
correct the billing error and credit the
consumer’s account with any disputed
amount and related finance or other
charges, as applicable.

(g) Creditor’s rights and duties after
resolution. If a creditor, after complying
with all of the requirements of this
section, determines that a consumer
owes all or part of the disputed amount
and related finance or other charges, the
creditor:

(1) Shall promptly notify the
consumer in writing of the time when
payment is due and the portion of the
disputed amount and related finance or
other charges that the consumer still
owes;

(2) Shall allow any time period
disclosed under § 1026.6(a)(1) or
(b)(2)(v), as applicable, and
§1026.7(a)(8) or (b)(8), as applicable,
during which the consumer can pay the
amount due under paragraph (g)(1) of
this section without incurring
additional finance or other charges;

(3) May report an account or amount
as delinquent because the amount due
under paragraph (g)(1) of this section
remains unpaid after the creditor has
allowed any time period disclosed
under §1026.6(a)(1) or (b)(2)(v), as
applicable, and § 1026.7(a)(8) or (b)(8),
as applicable or 10 days (whichever is
longer) during which the consumer can
pay the amount; but

(4) May not report that an amount or
account is delinquent because the
amount due under paragraph (g)(1) of
the section remains unpaid, if the
creditor receives (within the time
allowed for payment in paragraph (g)(3)
of this section) further written notice
from the consumer that any portion of
the billing error is still in dispute,
unless the creditor also:

(i) Promptly reports that the amount
or account is in dispute;

(ii) Mails or delivers to the consumer
(at the same time the report is made) a
written notice of the name and address
of each person to whom the creditor
makes a report; and

(iii) Promptly reports any subsequent
resolution of the reported delinquency
to all persons to whom the creditor has
made a report.

(h) Reassertion of billing error. A
creditor that has fully complied with the
requirements of this section has no
further responsibilities under this
section (other than as provided in
paragraph (g)(4) of this section) if a
consumer reasserts substantially the
same billing error.

(i) Relation to Electronic Fund
Transfer Act and Regulation E. If an
extension of credit is incident to an
electronic fund transfer, under an
agreement between a consumer and a
financial institution to extend credit
when the consumer’s account is
overdrawn or to maintain a specified
minimum balance in the consumer’s
account, the creditor shall comply with
the requirements of Regulation E, 12
CFR 1005.11 governing error resolution
rather than those of paragraphs (a), (b),
(c), (e), (), and (h) of this section.

§1026.14 Determination of annual
percentage rate.

(a) General rule. The annual
percentage rate is a measure of the cost
of credit, expressed as a yearly rate. An
annual percentage rate shall be
considered accurate if it is not more
than Vsth of 1 percentage point above or
below the annual percentage rate
determined in accordance with this
section. An error in disclosure of the
annual percentage rate or finance charge
shall not, in itself, be considered a
violation of this part if:

(1) The error resulted from a
corresponding error in a calculation tool
used in good faith by the creditor; and

(2) Upon discovery of the error, the
creditor promptly discontinues use of
that calculation tool for disclosure
purposes, and notifies the Bureau in
writing of the error in the calculation
tool.

(b) Annual percentage rate—in
general. Where one or more periodic
rates may be used to compute the
finance charge, the annual percentage
rate(s) to be disclosed for purposes of
§§1026.60, 1026.40, 1026.6, 1026.7(a)(4)
or (b)(4), 1026.9, 1026.15, 1026.16,
1026.26, 1026.55, and 1026.56 shall be
computed by multiplying each periodic
rate by the number of periods in a year.

(c) Optional effective annual
percentage rate for periodic statements
for creditors offering open-end credit
plans secured by a consumer’s dwelling.
A creditor offering an open-end plan
subject to the requirements of § 1026.40
need not disclose an effective annual
percentage rate. Such a creditor may, at
its option, disclose an effective annual
percentage rate(s) pursuant to
§1026.7(a)(7) and compute the effective
annual percentage rate as follows:

(1) Solely periodic rates imposed. If
the finance charge is determined solely
by applying one or more periodic rates,
at the creditor’s option, either:

(i) By multiplying each periodic rate
by the number of periods in a year; or

(ii) By dividing the total finance
charge for the billing cycle by the sum
of the balances to which the periodic
rates were applied and multiplying the
quotient (expressed as a percentage) by
the number of billing cycles in a year.

(2) Minimum or fixed charge, but not
transaction charge, imposed. If the
finance charge imposed during the
billing cycle is or includes a minimum,
fixed, or other charge not due to the
application of a periodic rate, other than
a charge with respect to any specific
transaction during the billing cycle, by
dividing the total finance charge for the
billing cycle by the amount of the
balance(s) to which it is applicable and
multiplying the quotient (expressed as a
percentage) by the number of billing
cycles in a year. If there is no balance
to which the finance charge is
applicable, an annual percentage rate
cannot be determined under this
section. Where the finance charge
imposed during the billing cycle is or
includes a loan fee, points, or similar
charge that relates to opening, renewing,
or continuing an account, the amount of
such charge shall not be included in the
calculation of the annual percentage
rate.

(3) Transaction charge imposed. If the
finance charge imposed during the
billing cycle is or includes a charge
relating to a specific transaction during
the billing cycle (even if the total
finance charge also includes any other
minimum, fixed, or other charge not due
to the application of a periodic rate), by
dividing the total finance charge
imposed during the billing cycle by the
total of all balances and other amounts
on which a finance charge was imposed
during the billing cycle without
duplication, and multiplying the
quotient (expressed as a percentage) by
the number of billing cycles in a year,
except that the annual percentage rate
shall not be less than the largest rate
determined by multiplying each
periodic rate imposed during the billing
cycle by the number of periods in a
year. Where the finance charge imposed
during the billing cycle is or includes a
loan fee, points, or similar charge that
relates to the opening, renewing, or
continuing an account, the amount of
such charge shall not be included in the
calculation of the annual percentage
rate. See Appendix F to this part
regarding determination of the
denominator of the fraction under this
paragraph.
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(4) If the finance charge imposed
during the billing cycle is or includes a
minimum, fixed, or other charge not due
to the application of a periodic rate and
the total finance charge imposed during
the billing cycle does not exceed 50
cents for a monthly or longer billing
cycle, or the pro rata part of 50 cents for
a billing cycle shorter than monthly, at
the creditor’s option, by multiplying
each applicable periodic rate by the
number of periods in a year,
notwithstanding the provisions of
paragraphs (c)(2) and (c)(3) of this
section.

(d) Calculations where daily periodic
rate applied. If the provisions of
paragraph (c)(1)(ii) or (c)(2) of this
section apply and all or a portion of the
finance charge is determined by the
application of one or more daily
periodic rates, the annual percentage
rate may be determined either:

(1) By dividing the total finance
charge by the average of the daily
balances and multiplying the quotient
by the number of billing cycles in a
year; or

(2) By dividing the total finance
charge by the sum of the daily balances
and multiplying the quotient by 365.

§1026.15 Right of rescission.

(a) Consumer’s right to rescind. (1)(i)
Except as provided in paragraph
(a)(1)(ii) of this section, in a credit plan
in which a security interest is or will be
retained or acquired in a consumer’s
principal dwelling, each consumer
whose ownership interest is or will be
subject to the security interest shall
have the right to rescind: each credit
extension made under the plan; the plan
when the plan is opened; a security
interest when added or increased to
secure an existing plan; and the increase
when a credit limit on the plan is
increased.

(ii) As provided in section 125(e) of
the Act, the consumer does not have the
right to rescind each credit extension
made under the plan if such extension
is made in accordance with a previously
established credit limit for the plan.

(2) To exercise the right to rescind,
the consumer shall notify the creditor of
the rescission by mail, telegram, or other
means of written communication.
Notice is considered given when
mailed, or when filed for telegraphic
transmission, or, if sent by other means,
when delivered to the creditor’s
designated place of business.

(3) The consumer may exercise the
right to rescind until midnight of the
third business day following the
occurrence described in paragraph (a)(1)
of this section that gave rise to the right
of rescission, delivery of the notice

required by paragraph (b) of this section,
or delivery of all material disclosures,
whichever occurs last. If the required
notice and material disclosures are not
delivered, the right to rescind shall
expire 3 years after the occurrence
giving rise to the right of rescission, or
upon transfer of all of the consumer’s
interest in the property, or upon sale of
the property, whichever occurs first. In
the case of certain administrative
proceedings, the rescission period shall
be extended in accordance with section
125(f) of the Act. The term material
disclosures means the information that
must be provided to satisfy the
requirements in § 1026.6 with regard to
the method of determining the finance
charge and the balance upon which a
finance charge will be imposed, the
annual percentage rate, the amount or
method of determining the amount of
any membership or participation fee
that may be imposed as part of the plan,
and the payment information described
in §1026.40(d)(5)(i) and (ii) that is
required under § 1026.6(e)(2).

(4) When more than one consumer
has the right to rescind, the exercise of
the right by one consumer shall be
effective as to all consumers.

(b) Notice of right to rescind. In any
transaction or occurrence subject to
rescission, a creditor shall deliver two
copies of the notice of the right to
rescind to each consumer entitled to
rescind (one copy to each if the notice
is delivered in electronic form in
accordance with the consumer consent
and other applicable provisions of the
E-Sign Act). The notice shall identify
the transaction or occurrence and
clearly and conspicuously disclose the
following:

(1) The retention or acquisition of a
security interest in the consumer’s
principal dwelling.

(2) The consumer’s right to rescind, as
described in paragraph (a)(1) of this
section.

(3) How to exercise the right to
rescind, with a form for that purpose,
designating the address of the creditor’s
place of business.

(4) The effects of rescission, as
described in paragraph (d) of this
section.

(5) The date the rescission period
expires.

(c) Delay of creditor’s performance.
Unless a consumer waives the right to
rescind under paragraph (e) of this
section, no money shall be disbursed
other than in escrow, no services shall
be performed, and no materials
delivered until after the rescission
period has expired and the creditor is
reasonably satisfied that the consumer
has not rescinded. A creditor does not

violate this section if a third party with
no knowledge of the event activating the
rescission right does not delay in
providing materials or services, as long
as the debt incurred for those materials
or services is not secured by the
property subject to rescission.

(d) Effects of rescission. (1) When a
consumer rescinds a transaction, the
security interest giving rise to the right
of rescission becomes void, and the
consumer shall not be liable for any
amount, including any finance charge.

(2) Within 20 calendar days after
receipt of a notice of rescission, the
creditor shall return any money or
property that has been given to anyone
in connection with the transaction and
shall take any action necessary to reflect
the termination of the security interest.

(3) If the creditor has delivered any
money or property, the consumer may
retain possession until the creditor has
met its obligation under paragraph (d)(2)
of this section. When the creditor has
complied with that paragraph, the
consumer shall tender the money or
property to the creditor or, where the
latter would be impracticable or
inequitable, tender its reasonable value.
At the consumer’s option, tender of
property may be made at the location of
the property or at the consumer’s
residence. Tender of money must be
made at the creditor’s designated place
of business. If the creditor does not take
possession of the money or property
within 20 calendar days after the
consumer’s tender, the consumer may
keep it without further obligation.

(4) The procedures outlined in
paragraphs (d)(2) and (3) of this section
may be modified by court order.

(e) Consumer’s waiver of right to
rescind. The consumer may modify or
waive the right to rescind if the
consumer determines that the extension
of credit is needed to meet a bona fide
personal financial emergency. To
modify or waive the right, the consumer
shall give the creditor a dated written
statement that describes the emergency,
specifically modifies or waives the right
to rescind, and bears the signature of all
the consumers entitled to rescind.
Printed forms for this purpose are
prohibited.

(f) Exempt transactions. The right to
rescind does not apply to the following:

(1) A residential mortgage transaction.

(2) A credit plan in which a state
agency is a creditor.

§1026.16 Advertising.

(a) Actually available terms. If an
advertisement for credit states specific
credit terms, it shall state only those
terms that actually are or will be
arranged or offered by the creditor.
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(b) Advertisement of terms that
require additional disclosures. (1) Any
term required to be disclosed under
§ 1026.6(b)(3) set forth affirmatively or
negatively in an advertisement for an
open-end (not home-secured) credit
plan triggers additional disclosures
under this section. Any term required to
be disclosed under § 1026.6(a)(1) or
(a)(2) set forth affirmatively or
negatively in an advertisement for a
home-equity plan subject to the
requirements of § 1026.40 triggers
additional disclosures under this
section. If any of the terms that trigger
additional disclosures under this
paragraph is set forth in an
advertisement, the advertisement shall
also clearly and conspicuously set forth
the following:

(i) Any minimum, fixed, transaction,
activity or similar charge that is a
finance charge under § 1026.4 that could
be imposed.

(ii) Any periodic rate that may be
applied expressed as an annual
percentage rate as determined under
§1026.14(b). If the plan provides for a
variable periodic rate, that fact shall be
disclosed.

(iii) Any membership or participation
fee that could be imposed.

(2) If an advertisement for credit to
finance the purchase of goods or
services specified in the advertisement
states a periodic payment amount, the
advertisement shall also state the total
of payments and the time period to
repay the obligation, assuming that the
consumer pays only the periodic
payment amount advertised. The
disclosure of the total of payments and
the time period to repay the obligation
must be equally prominent to the
statement of the periodic payment
amount.

(c) Catalogs or other multiple-page
advertisements; electronic
advertisements. (1) If a catalog or other
multiple-page advertisement, or an
electronic advertisement (such as an
advertisement appearing on an Internet
Web site), gives information in a table
or schedule in sufficient detail to permit
determination of the disclosures
required by paragraph (b) of this section,
it shall be considered a single
advertisement if:

(i) The table or schedule is clearly and
conspicuously set forth; and

(ii) Any statement of terms set forth in
§ 1026.6 appearing anywhere else in the
catalog or advertisement clearly refers to
the page or location where the table or
schedule begins.

(2) A catalog or other multiple-page
advertisement or an electronic
advertisement (such as an advertisement
appearing on an Internet Web site)

complies with this paragraph if the table
or schedule of terms includes all
appropriate disclosures for a
representative scale of amounts up to
the level of the more commonly sold
higher-priced property or services
offered.

(d) Additional requirements for home-
equity plans. (1) Advertisement of terms
that require additional disclosures. If
any of the terms required to be disclosed
under § 1026.6(a)(1) or (a)(2) or the
payment terms of the plan are set forth,
affirmatively or negatively, in an
advertisement for a home-equity plan
subject to the requirements of § 1026.40,
the advertisement also shall clearly and
conspicuously set forth the following:

(i) Any loan fee that is a percentage
of the credit limit under the plan and an
estimate of any other fees imposed for
opening the plan, stated as a single
dollar amount or a reasonable range.

(ii) Any periodic rate used to compute
the finance charge, expressed as an
annual percentage rate as determined
under § 1026.14(b).

(iii) The maximum annual percentage
rate that may be imposed in a variable-
rate plan.

(2) Discounted and premium rates. If
an advertisement states an initial annual
percentage rate that is not based on the
index and margin used to make later
rate adjustments in a variable-rate plan,
the advertisement also shall state with
equal prominence and in close
proximity to the initial rate:

(i) The period of time such initial rate
will be in effect; and

(ii) A reasonably current annual
percentage rate that would have been in
effect using the index and margin.

(3) Balloon payment. If an
advertisement contains a statement of
any minimum periodic payment and a
balloon payment may result if only the
minimum periodic payments are made,
even if such a payment is uncertain or
unlikely, the advertisement also shall
state with equal prominence and in
close proximity to the minimum
periodic payment statement that a
balloon payment may result, if
applicable. A balloon payment results if
paying the minimum periodic payments
does not fully amortize the outstanding
balance by a specified date or time, and
the consumer is required to repay the
entire outstanding balance at such time.
If a balloon payment will occur when
the consumer makes only the minimum
payments required under the plan, an
advertisement for such a program which
contains any statement of any minimum
periodic payment shall also state with
equal prominence and in close
proximity to the minimum periodic
payment statement:

(i) That a balloon payment will result;
and

(ii) The amount and timing of the
balloon payment that will result if the
consumer makes only the minimum
payments for the maximum period of
time that the consumer is permitted to
make such payments.

(4) Tax implications. An
advertisement that states that any
interest expense incurred under the
home-equity plan is or may be tax
deductible may not be misleading in
this regard. If an advertisement
distributed in paper form or through the
Internet (rather than by radio or
television) is for a home-equity plan
secured by the consumer’s principal
dwelling, and the advertisement states
that the advertised extension of credit
may exceed the fair market value of the
dwelling, the advertisement shall
clearly and conspicuously state that:

(i) The interest on the portion of the
credit extension that is greater than the
fair market value of the dwelling is not
tax deductible for Federal income tax
purposes; and

(i1) The consumer should consult a
tax adviser for further information
regarding the deductibility of interest
and charges.

(5) Misleading terms. An
advertisement may not refer to a home-
equity plan as “free money” or contain
a similarly misleading term.

(6) Promotional rates and payments.
(i) Definitions. The following definitions
apply for purposes of paragraph (d)(6) of
this section:

(A) Promotional rate. The term
“promotional rate” means, in a variable-
rate plan, any annual percentage rate
that is not based on the index and
margin that will be used to make rate
adjustments under the plan, if that rate
is less than a reasonably current annual
percentage rate that would be in effect
under the index and margin that will be
used to make rate adjustments under the
plan.

(B) Promotional payment. The term
“promotional payment” means:

(1) For a variable-rate plan, any
minimum payment applicable for a
promotional period that:

(1) Is not derived by applying the
index and margin to the outstanding
balance when such index and margin
will be used to determine other
minimum payments under the plan; and

(i) Is less than other minimum
payments under the plan derived by
applying a reasonably current index and
margin that will be used to determine
the amount of such payments, given an
assumed balance.

(2) For a plan other than a variable-
rate plan, any minimum payment
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applicable for a promotional period if
that payment is less than other
payments required under the plan given
an assumed balance.

(C) Promotional period. A
“promotional period” means a period of
time, less than the full term of the loan,
that the promotional rate or promotional
payment may be applicable.

(ii) Stating the promotional period
and post-promotional rate or payments.
If any annual percentage rate that may
be applied to a plan is a promotional
rate, or if any payment applicable to a
plan is a promotional payment, the
following must be disclosed in any
advertisement, other than television or
radio advertisements, in a clear and
conspicuous manner with equal
prominence and in close proximity to
each listing of the promotional rate or
payment:

(A) The period of time during which
the promotional rate or promotional
payment will apply;

(B) In the case of a promotional rate,
any annual percentage rate that will
apply under the plan. If such rate is
variable, the annual percentage rate
must be disclosed in accordance with
the accuracy standards in §§ 1026.40 or
1026.16(b)(1)(ii) as applicable; and

(C) In the case of a promotional
payment, the amounts and time periods
of any payments that will apply under
the plan. In variable-rate transactions,
payments that will be determined based
on application of an index and margin
shall be disclosed based on a reasonably
current index and margin.

(iii) Envelope excluded. The
requirements in paragraph (d)(6)(ii) of
this section do not apply to an envelope
in which an application or solicitation
is mailed, or to a banner advertisement
or pop-up advertisement linked to an
application or solicitation provided
electronically.

(e) Alternative disclosures—television
or radio advertisements. An
advertisement made through television
or radio stating any of the terms
requiring additional disclosures under
paragraphs (b)(1) or (d)(1) of this section
may alternatively comply with
paragraphs (b)(1) or (d)(1) of this section
by stating the information required by
paragraphs (b)(1)(ii) or (d)(1)(ii) of this
section, as applicable, and listing a toll-
free telephone number, or any telephone
number that allows a consumer to
reverse the phone charges when calling
for information, along with a reference
that such number may be used by
consumers to obtain the additional cost
information.

(f) Misleading terms. An
advertisement may not refer to an
annual percentage rate as “fixed,” or use

a similar term, unless the advertisement
also specifies a time period that the rate
will be fixed and the rate will not
increase during that period, or if no
such time period is provided, the rate
will not increase while the plan is open.

(g) Promotional rates and fees. (1)
Scope. The requirements of this
paragraph apply to any advertisement of
an open-end (not home-secured) plan,
including promotional materials
accompanying applications or
solicitations subject to § 1026.60(c) or
accompanying applications or
solicitations subject to § 1026.60(e).

(2) Definitions. (i) Promotional rate
means any annual percentage rate
applicable to one or more balances or
transactions on an open-end (not home-
secured) plan for a specified period of
time that is lower than the annual
percentage rate that will be in effect at
the end of that period on such balances
or transactions.

(ii) Introductory rate means a
promotional rate offered in connection
with the opening of an account.

(iii) Promotional period means the
maximum time period for which a
promotional rate or promotional fee may
be applicable.

(iv) Promotional fee means a fee
required to be disclosed under
§1026.6(b)(1) and (2) applicable to an
open-end (not home-secured) plan, or to
one or more balances or transactions on
an open-end (not home-secured) plan,
for a specified period of time that is
lower than the fee that will be in effect
at the end of that period for such plan
or types of balances or transactions.

(v) Introductory fee means a
promotional fee offered in connection
with the opening of an account.

(3) Stating the term “introductory”. If
any annual percentage rate or fee that
may be applied to the account is an
introductory rate or introductory fee, the
term introductory or intro must be in
immediate proximity to each listing of
the introductory rate or introductory fee
in a written or electronic advertisement.

(4) Stating the promotional period
and post-promotional rate or fee. If any
annual percentage rate that may be
applied to the account is a promotional
rate under paragraph (g)(2)(i) of this
section or any fee that may be applied
to the account is a promotional fee
under paragraph (g)(2)(iv) of this
section, the information in paragraphs
(g)(4)(i) and, as applicable, (g)(4)(ii) or
(iii) of this section must be stated in a
clear and conspicuous manner in the
advertisement. If the rate or fee is stated
in a written or electronic advertisement,
the information in paragraphs (g)(4)(i)
and, as applicable, (g)(4)(ii) or (iii) of
this section must also be stated in a

prominent location closely proximate to
the first listing of the promotional rate
or promotional fee.

(i) When the promotional rate or
promotional fee will end;

(ii) The annual percentage rate that
will apply after the end of the
promotional period. If such rate is
variable, the annual percentage rate
must comply with the accuracy
standards in §§1026.60(c)(2),
1026.60(d)(3), 1026.60(e)(4), or
1026.16(b)(1)(ii), as applicable. If such
rate cannot be determined at the time
disclosures are given because the rate
depends at least in part on a later
determination of the consumer’s
creditworthiness, the advertisement
must disclose the specific rates or the
range of rates that might apply; and

(iii) The fee that will apply after the
end of the promotional period.

(5) Envelope excluded. The
requirements in paragraph (g)(4) of this
section do not apply to an envelope or
other enclosure in which an application
or solicitation is mailed, or to a banner
advertisement or pop-up advertisement,
linked to an application or solicitation
provided electronically.

(h) Deferred interest or similar offers.
(1) Scope. The requirements of this
paragraph apply to any advertisement of
an open-end credit plan not subject to
§ 1026.40, including promotional
materials accompanying applications or
solicitations subject to § 1026.60(c) or
accompanying applications or
solicitations subject to § 1026.60(e).

(2) Definitions. “Deferred interest”
means finance charges, accrued on
balances or transactions, that a
consumer is not obligated to pay or that
will be waived or refunded to a
consumer if those balances or
transactions are paid in full by a
specified date. The maximum period
from the date the consumer becomes
obligated for the balance or transaction
until the specified date by which the
consumer must pay the balance or
transaction in full in order to avoid
finance charges, or receive a waiver or
refund of finance charges, is the
“deferred interest period.” “Deferred
interest” does not include any finance
charges the consumer avoids paying in
connection with any recurring grace
period.

(3) Stating the deferred interest
period. If a deferred interest offer is
advertised, the deferred interest period
must be stated in a clear and
conspicuous manner in the
advertisement. If the phrase ‘“no
interest” or similar term regarding the
possible avoidance of interest
obligations under the deferred interest
program is stated, the term “if paid in
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full” must also be stated in a clear and
conspicuous manner preceding the
disclosure of the deferred interest
period in the advertisement. If the
deferred interest offer is included in a
written or electronic advertisement, the
deferred interest period and, if
applicable, the term ““if paid in full”
must also be stated in immediate
proximity to each statement of ‘““no
interest,” “no payments,” “deferred
interest,” ““same as cash,” or similar
term regarding interest or payments
during the deferred interest period.

(4) Stating the terms of the deferred
interest or similar offer. If any deferred
interest offer is advertised, the
information in paragraphs (h)(4)(i) and
(h)(4)(ii) of this section must be stated
in the advertisement, in language
similar to Sample G-24 in Appendix G
to this part. If the deferred interest offer
is included in a written or electronic
advertisement, the information in
paragraphs (h)(4)(i) and (h)(4)(ii) of this
section must also be stated in a
prominent location closely proximate to
the first statement of “no interest,” “no
payments,” “deferred interest,” ““same
as cash,” or similar term regarding
interest or payments during the deferred
interest period.

(i) A statement that interest will be
charged from the date the consumer
becomes obligated for the balance or
transaction subject to the deferred
interest offer if the balance or
transaction is not paid in full within the
deferred interest period; and

(ii) A statement, if applicable, that
interest will be charged from the date
the consumer incurs the balance or
transaction subject to the deferred
interest offer if the account is in default
before the end of the deferred interest
period.

(5) Envelope excluded. The
requirements in paragraph (h)(4) of this
section do not apply to an envelope or
other enclosure in which an application
or solicitation is mailed, or to a banner
advertisement or pop-up advertisement
linked to an application or solicitation
provided electronically.

9 ¢

Subpart C—Closed-End Credit

§1026.17 General disclosure
requirements.

(a) Form of disclosures. (1) The
creditor shall make the disclosures
required by this subpart clearly and
conspicuously in writing, in a form that
the consumer may keep. The disclosures
required by this subpart may be
provided to the consumer in electronic
form, subject to compliance with the
consumer consent and other applicable
provisions of the Electronic Signatures

in Global and National Commerce Act
(E-Sign Act) (15 U.S.C. 7001 et seq.).
The disclosures required by
§§1026.17(g), 1026.19(b), and 1026.24
may be provided to the consumer in
electronic form without regard to the
consumer consent or other provisions of
the E-Sign Act in the circumstances set
forth in those sections. The disclosures
shall be grouped together, shall be
segregated from everything else, and
shall not contain any information not
directly related to the disclosures
required under § 1026.18 or § 1026.47.
The disclosures may include an
acknowledgment of receipt, the date of
the transaction, and the consumer’s
name, address, and account number.
The following disclosures may be made
together with or separately from other
required disclosures: the creditor’s
identity under § 1026.18(a), the variable
rate example under § 1026.18(f)(1)(iv),
insurance or debt cancellation under
§1026.18(n), and certain security
interest charges under § 1026.18(0). The
itemization of the amount financed
under § 1026.18(c)(1) must be separate
from the other disclosures under
§1026.18, except for private education
loan disclosures made in compliance
with § 1026.47.

(2) Except for private education loan
disclosures made in compliance with
§1026.47, the terms ‘““finance charge”
and “annual percentage rate,” when
required to be disclosed under
§1026.18(d) and (e) together with a
corresponding amount or percentage
rate, shall be more conspicuous than
any other disclosure, except the
creditor’s identity under § 1026.18(a).
For private education loan disclosures
made in compliance with § 1026.47, the
term ““annual percentage rate,” and the
corresponding percentage rate must be
less conspicuous than the term “finance
charge” and corresponding amount
under § 1026.18(d), the interest rate
under §§ 1026.47(b)(1)@i) and (c)(1), and
the notice of the right to cancel under
§1026.47(c)(4).

(b) Time of disclosures. The creditor
shall make disclosures before
consummation of the transaction. In
certain residential mortgage
transactions, special timing
requirements are set forth in
§1026.19(a). In certain variable-rate
transactions, special timing
requirements for variable-rate
disclosures are set forth in §1026.19(b)
and § 1026.20(c). For private education
loan disclosures made in compliance
with § 1026.47, special timing
requirements are set forth in
§1026.46(d). In certain transactions
involving mail or telephone orders or a
series of sales, the timing of disclosures

may be delayed in accordance with
paragraphs (g) and (h) of this section.

(c) Basis of disclosures and use of
estimates. (1) The disclosures shall
reflect the terms of the legal obligation
between the parties.

(2)(i) If any information necessary for
an accurate disclosure is unknown to
the creditor, the creditor shall make the
disclosure based on the best information
reasonably available at the time the
disclosure is provided to the consumer,
and shall state clearly that the
disclosure is an estimate.

(ii) For a transaction in which a
portion of the interest is determined on
a per-diem basis and collected at
consummation, any disclosure affected
by the per-diem interest shall be
considered accurate if the disclosure is
based on the information known to the
creditor at the time that the disclosure
documents are prepared for
consummation of the transaction.

(3) The creditor may disregard the
effects of the following in making
calculations and disclosures.

(i) That payments must be collected in
whole cents.

(ii) That dates of scheduled payments
and advances may be changed because
the scheduled date is not a business
day.

(iii) That months have different
numbers of days.

(iv) The occurrence of leap year.

(4) In making calculations and
disclosures, the creditor may disregard
any irregularity in the first period that
falls within the limits described below
and any payment schedule irregularity
that results from the irregular first
period:

(i) For transactions in which the term
is less than 1 year, a first period not
more than 6 days shorter or 13 days
longer than a regular period;

(i1) For transactions in which the term
is at least 1 year and less than 10 years,
a first period not more than 11 days
shorter or 21 days longer than a regular
period; and

(iii) For transactions in which the
term is at least 10 years, a first period
shorter than or not more than 32 days
longer than a regular period.

(5) If an obligation is payable on
demand, the creditor shall make the
disclosures based on an assumed
maturity of 1 year. If an alternate
maturity date is stated in the legal
obligation between the parties, the
disclosures shall be based on that date.

(6)(i) A series of advances under an
agreement to extend credit up to a
certain amount may be considered as
one transaction.

(ii) When a multiple-advance loan to
finance the construction of a dwelling
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may be permanently financed by the
same creditor, the construction phase
and the permanent phase may be treated
as either one transaction or more than
one transaction.

(d) Multiple creditors; multiple
consumers. If a transaction involves
more than one creditor, only one set of
disclosures shall be given and the
creditors shall agree among themselves
which creditor must comply with the
requirements that this part imposes on
any or all of them. If there is more than
one consumer, the disclosures may be
made to any consumer who is primarily
liable on the obligation. If the
transaction is rescindable under
§1026.23, however, the disclosures
shall be made to each consumer who
has the right to rescind.

(e) Effect of subsequent events. If a
disclosure becomes inaccurate because
of an event that occurs after the creditor
delivers the required disclosures, the
inaccuracy is not a violation of this part,
although new disclosures may be
required under paragraph (f) of this
section, § 1026.19, § 1026.20, or
§1026.48(c)(4).

(f) Early disclosures. Except for
private education loan disclosures made
in compliance with § 1026.47, if
disclosures required by this subpart are
given before the date of consummation
of a transaction and a subsequent event
makes them inaccurate, the creditor
shall disclose before consummation
(subject to the provisions of
§1026.19(a)(2) and § 1026.19(a)(5)(iii)):

(1) Any changed term unless the term
was based on an estimate in accordance
with § 1026.17(c)(2) and was labeled an
estimate;

(2) All changed terms, if the annual
percentage rate at the time of
consummation varies from the annual
percentage rate disclosed earlier by
more than s of 1 percentage point in a
regular transaction, or more than Va of
1 percentage point in an irregular
transaction, as defined in §1026.22(a).

(g) Mail or telephone orders—delay in
disclosures. Except for private education
loan disclosures made in compliance
with § 1026.47, if a creditor receives a
purchase order or a request for an
extension of credit by mail, telephone,
or facsimile machine without face-to-
face or direct telephone solicitation, the
creditor may delay the disclosures until
the due date of the first payment, if the
following information for representative
amounts or ranges of credit is made
available in written form or in electronic
form to the consumer or to the public
before the actual purchase order or
request:

(1) The cash price or the principal
loan amount.

(2) The total sale price.

(3) The finance charge.

(4) The annual percentage rate, and if
the rate may increase after
consummation, the following
disclosures:

(i) The circumstances under which
the rate may increase.

(ii) Any limitations on the increase.

(iii) The effect of an increase.

(5) The terms of repayment.

(h) Series of sales—delay in
disclosures. If a credit sale is one of a
series made under an agreement
providing that subsequent sales may be
added to an outstanding balance, the
creditor may delay the required
disclosures until the due date of the first
payment for the current sale, if the
following two conditions are met:

(1) The consumer has approved in
writing the annual percentage rate or
rates, the range of balances to which
they apply, and the method of treating
any unearned finance charge on an
existing balance.

(2) The creditor retains no security
interest in any property after the
creditor has received payments equal to
the cash price and any finance charge
attributable to the sale of that property.
For purposes of this provision, in the
case of items purchased on different
dates, the first purchased is deemed the
first item paid for; in the case of items
purchased on the same date, the lowest
priced is deemed the first item paid for.

(1) Interim student credit extensions.
For transactions involving an interim
credit extension under a student credit
program for which an application is
received prior to the mandatory
compliance date of §§ 1026.46, 47, and
48, the creditor need not make the
following disclosures: the finance
charge under § 1026.18(d), the payment
schedule under § 1026.18(g), the total of
payments under § 1026.18(h), or the
total sale price under § 1026.18(j) at the
time the credit is actually extended. The
creditor must make complete
disclosures at the time the creditor and
consumer agree upon the repayment
schedule for the total obligation. At that
time, a new set of disclosures must be
made of all applicable items under
§1026.18.

§1026.18 Content of disclosures.

For each transaction, the creditor
shall disclose the following information
as applicable:

(a) Creditor. The identity of the
creditor making the disclosures.

(b) Amount financed. The amount
financed, using that term, and a brief
description such as the amount of credit
provided to you or on your behalf. The
amount financed is calculated by:

(1) Determining the principal loan
amount or the cash price (subtracting
any downpayment);

(2) Adding any other amounts that are
financed by the creditor and are not part
of the finance charge; and

(3) Subtracting any prepaid finance
charge.

(c) Itemization of amount financed.
(1) Except as provided in paragraphs
(c)(2) and (c)(3) of this section, a
separate written itemization of the
amount financed, including:

(i) The amount of any proceeds
distributed directly to the consumer.

(ii) The amount credited to the
consumer’s account with the creditor.

(iii) Any amounts paid to other
persons by the creditor on the
consumer’s behalf. The creditor shall
identify those persons. The following
payees may be described using generic
or other general terms and need not be
further identified: public officials or
government agencies, credit reporting
agencies, appraisers, and insurance
companies.

(iv) The prepaid finance charge.

(2) The creditor need not comply with
paragraph (c)(1) of this section if the
creditor provides a statement that the
consumer has the right to receive a
written itemization of the amount
financed, together with a space for the
consumer to indicate whether it is
desired, and the consumer does not
request it.

(3) Good faith estimates of settlement
costs provided for transactions subject
to the Real Estate Settlement Procedures
Act (12 U.S.C. 2601 et seq.) may be
substituted for the disclosures required
by paragraph (c)(1) of this section.

(d) Finance charge. The finance
charge, using that term, and a brief
description such as “‘the dollar amount
the credit will cost you.”

(1) Mortgage loans. In a transaction
secured by real property or a dwelling,
the disclosed finance charge and other
disclosures affected by the disclosed
finance charge (including the amount
financed and the annual percentage
rate) shall be treated as accurate if the
amount disclosed as the finance charge:

(i) Is understated by no more than
$100; or

(ii) Is greater than the amount
required to be disclosed.

(2) Other credit. In any other
transaction, the amount disclosed as the
finance charge shall be treated as
accurate if, in a transaction involving an
amount financed of $1,000 or less, it is
not more than $5 above or below the
amount required to be disclosed; or, in
a transaction involving an amount
financed of more than $1,000, it is not
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more than $10 above or below the
amount required to be disclosed.

(e) Annual percentage rate. The
annual percentage rate, using that term,
and a brief description such as “the cost
of your credit as a yearly rate.” For any
transaction involving a finance charge of
$5 or less on an amount financed of $75
or less, or a finance charge of $7.50 or
less on an amount financed of more
than $75, the creditor need not disclose
the annual percentage rate.

(f) Variable rate. (1) Except as
provided in paragraph (f)(3) of this
section, if the annual percentage rate
may increase after consummation in a
transaction not secured by the
consumer’s principal dwelling or in a
transaction secured by the consumer’s
principal dwelling with a term of one
year or less, the following disclosures:

(i) The circumstances under which
the rate may increase.

(ii) Any limitations on the increase.

(iii) The effect of an increase.

(iv) An example of the payment terms
that would result from an increase.

(2) If the annual percentage rate may
increase after consummation in a
transaction secured by the consumer’s
principal dwelling with a term greater
than one year, the following disclosures:

(i) The fact that the transaction
contains a variable-rate feature.

(ii) A statement that variable-rate
disclosures have been provided earlier.

(3) Information provided in
accordance with §§1026.18(f)(2) and
1026.19(b) may be substituted for the
disclosures required by paragraph (f)(1)
of this section.

(g) Payment schedule. Other than for
a transaction that is subject to paragraph
(s) of this section, the number, amounts,
and timing of payments scheduled to
repay the obligation.

(1) In a demand obligation with no
alternate maturity date, the creditor may
comply with this paragraph by
disclosing the due dates or payment
periods of any scheduled interest
payments for the first year.

(2) In a transaction in which a series
of payments varies because a finance
charge is applied to the unpaid
principal balance, the creditor may
comply with this paragraph by
disclosing the following information:

(i) The dollar amounts of the largest
and smallest payments in the series.

(ii) A reference to the variations in the
other payments in the series.

(h) Total of payments. The total of
payments, using that term, and a
descriptive explanation such as ‘“‘the
amount you will have paid when you
have made all scheduled payments.” In
any transaction involving a single
payment, the creditor need not disclose
the total of payments.

(i) Demand feature. If the obligation
has a demand feature, that fact shall be
disclosed. When the disclosures are
based on an assumed maturity of 1 year
as provided in § 1026.17(c)(5), that fact
shall also be disclosed.

(j) Total sale price. In a credit sale, the
total sale price, using that term, and a
descriptive explanation (including the
amount of any downpayment) such as
“the total price of your purchase on
credit, including your downpayment of
$__.” The total sale price is the sum of
the cash price, the items described in
paragraph (b)(2), and the finance charge
disclosed under paragraph (d) of this
section.

(k) Prepayment. (1) When an
obligation includes a finance charge
computed from time to time by
application of a rate to the unpaid
principal balance, a statement
indicating whether or not a penalty may
be imposed if the obligation is prepaid
in full.

(2) When an obligation includes a
finance charge other than the finance
charge described in paragraph (k)(1) of
this section, a statement indicating
whether or not the consumer is entitled
to a rebate of any finance charge if the
obligation is prepaid in full.

(1) Late payment. Any dollar or
percentage charge that may be imposed
before maturity due to a late payment,
other than a deferral or extension
charge.

(m) Security interest. The fact that the
creditor has or will acquire a security
interest in the property purchased as
part of the transaction, or in other
property identified by item or type.

(n) Insurance and debt cancellation.
The items required by § 1026.4(d) in
order to exclude certain insurance
premiums and debt cancellation fees
from the finance charge.

(o) Certain security interest charges.
The disclosures required by § 1026.4(e)
in order to exclude from the finance
charge certain fees prescribed by law or
certain premiums for insurance in lieu
of perfecting a security interest.

(p) Contract reference. A statement
that the consumer should refer to the
appropriate contract document for
information about nonpayment, default,
the right to accelerate the maturity of
the obligation, and prepayment rebates
and penalties. At the creditor’s option,
the statement may also include a
reference to the contract for further
information about security interests and,
in a residential mortgage transaction,
about the creditor’s policy regarding
assumption of the obligation.

(q) Assumption policy. In a residential
mortgage transaction, a statement
whether or not a subsequent purchaser

of the dwelling from the consumer may
be permitted to assume the remaining
obligation on its original terms.

(r) Required deposit. If the creditor
requires the consumer to maintain a
deposit as a condition of the specific
transaction, a statement that the annual
percentage rate does not reflect the
effect of the required deposit. A
required deposit need not include, for
example:

(1) An escrow account for items such
as taxes, insurance or repairs;

(2) A deposit that earns not less than
5 percent per year; or

(3) Payments under a Morris Plan.

(s) Interest rate and payment
summary for mortgage transactions. For
a closed-end transaction secured by real
property or a dwelling, other than a
transaction secured by a consumer’s
interest in a timeshare plan described in
11 U.S.C. 101(53D), the creditor shall
disclose the following information about
the interest rate and payments:

(1) Form of disclosures. The
information in paragraphs (s)(2)—(4) of
this section shall be in the form of a
table, with no more than five columns,
with headings and format substantially
similar to Model Clause H-4(E), H-4(F),
H-4(G), or H-4(H) in Appendix H to
this part. The table shall contain only
the information required in paragraphs
(s)(2)—(4) of this section, shall be placed
in a prominent location, and shall be in
a minimum 10-point font.

(2) Interest rates. (i) Amortizing loans.
(A) For a fixed-rate mortgage, the
interest rate at consummation.

(B) For an adjustable-rate or step-rate
mortgage:

(1) The interest rate at consummation
and the period of time until the first
interest rate adjustment may occur,
labeled as the “introductory rate and
monthly payment”’;

(2) The maximum interest rate that
may apply during the first five years
after the date on which the first regular
periodic payment will be due and the
earliest date on which that rate may
apply, labeled as ‘“maximum during first
five years”; and

(3) The maximum interest rate that
may apply during the life of the loan
and the earliest date on which that rate
may apply, labeled as “‘maximum ever.”

(C) If the loan provides for payment
increases as described in paragraph
(s)(3)(1)(B) of this section, the interest
rate in effect at the time the first such
payment increase is scheduled to occur
and the date on which the increase will
occur, labeled as “first adjustment” if
the loan is an adjustable-rate mortgage
or, otherwise, labeled as “first increase.”

(ii) Negative amortization loans. For a
negative amortization loan:
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(A) The interest rate at consummation
and, if it will adjust after
consummation, the length of time until
it will adjust, and the label
“introductory” or “intro”;

(B) The maximum interest rate that
could apply when the consumer must
begin making fully amortizing payments
under the terms of the legal obligation;

(C) If the minimum required payment
will increase before the consumer must
begin making fully amortizing
payments, the maximum interest rate
that could apply at the time of the first
payment increase and the date the
increase is scheduled to occur; and

(D) If a second increase in the
minimum required payment may occur
before the consumer must begin making
fully amortizing payments, the
maximum interest rate that could apply
at the time of the second payment
increase and the date the increase is
scheduled to occur.

(iii) Introductory rate disclosure for
amortizing adjustable-rate mortgages.
For an amortizing adjustable-rate
mortgage, if the interest rate at
consummation is less than the fully-
indexed rate, placed in a box directly
beneath the table required by paragraph
(s)(1) of this section, in a format
substantially similar to Model Clause
H-4(I) in Appendix H to this part:

(A) The interest rate that applies at
consummation and the period of time
for which it applies;

(B) A statement that, even if market
rates do not change, the interest rate
will increase at the first adjustment and
a designation of the place in sequence
of the month or year, as applicable, of
such rate adjustment; and

(C) The fully-indexed rate.

(3) Payments for amortizing loans. (i)
Principal and interest payments. If all
periodic payments will be applied to
accrued interest and principal, for each
interest rate disclosed under paragraph
(s)(2)@) of this section:

(A) The corresponding periodic
principal and interest payment, labeled
as “‘principal and interest;”

(B) If the periodic payment may
increase without regard to an interest
rate adjustment, the payment that
corresponds to the first such increase
and the earliest date on which the
increase could occur;

(C) If an escrow account will be
established, an estimate of the amount
of taxes and insurance, including any
mortgage insurance, payable with each
periodic payment; and

(D) The sum of the amounts disclosed
under paragraphs (s)(3)(i)(A) and (C) of
this section or (s)(3)(1)(B) and (C) of this
section, as applicable, labeled as “total
estimated monthly payment.”

(ii) Interest-only payments. If the loan
is an interest-only loan, for each interest
rate disclosed under paragraph (s)(2)(i)
of this section, the corresponding
periodic payment and:

(A) If the payment will be applied to
only accrued interest, the amount
applied to interest, labeled as “interest
payment,” and a statement that none of
the payment is being applied to

rincipal;

(B) If the payment will be applied to
accrued interest and principal, an
itemization of the amount of the first
such payment applied to accrued
interest and to principal, labeled as
“interest payment” and ‘‘principal
payment,” respectively;

(C) The escrow information described
in paragraph (s)(3)(i)(C) of this section;
and

(D) The sum of all amounts required
to be disclosed under paragraphs
(s)(3)(ii)(A) and (C) of this section or
(s)(3)(i1)(B) and (C) of this section, as
applicable, labeled as ““total estimated
monthly payment.”

(4) Payments for negative
amortization loans. For negative
amortization loans:

(i)(A) The minimum periodic
payment required until the first
payment increase or interest rate
increase, corresponding to the interest
rate disclosed under paragraph
(s)(2)(1i)(A) of this section;

(B) The minimum periodic payment
that would be due at the first payment
increase and the second, if any,
corresponding to the interest rates
described in paragraphs (s)(2)(ii)(C) and
(D) of this section; and

(C) A statement that the minimum
payment pays only some interest, does
not repay any principal, and will cause
the loan amount to increase;

(ii) The fully amortizing periodic
payment amount at the earliest time
when such a payment must be made,
corresponding to the interest rate
disclosed under paragraph (s)(2)(ii)(B) of
this section; and

(iii) If applicable, in addition to the
payments in paragraphs (s)(4)(i) and (ii)
of this section, for each interest rate
disclosed under paragraph (s)(2)(ii) of
this section, the amount of the fully
amortizing periodic payment, labeled as
the “full payment option,” and a
statement that these payments pay all
principal and all accrued interest.

(5) Balloon payments. (i) Except as
provided in paragraph (s)(5)(ii) of this
section, if the transaction will require a
balloon payment, defined as a payment
that is more than two times a regular
periodic payment, the balloon payment
shall be disclosed separately from other
periodic payments disclosed in the table

under this paragraph (s), outside the
table and in a manner substantially
similar to Model Clause H—4(]) in
Appendix H to this part.

(ii) If the balloon payment is
scheduled to occur at the same time as
another payment required to be
disclosed in the table pursuant to
paragraph (s)(3) or (s)(4) of this section,
then the balloon payment must be
disclosed in the table.

(6) Special disclosures for loans with
negative amortization. For a negative
amortization loan, the following
information, in close proximity to the
table required in paragraph (s)(1) of this
section, with headings, content, and
format substantially similar to Model
Clause H-4(G) in Appendix H to this
part:

(i) The maximum interest rate, the
shortest period of time in which such
interest rate could be reached, the
amount of estimated taxes and
insurance included in each payment
disclosed, and a statement that the loan
offers payment options, two of which
are shown.

(ii) The dollar amount of the increase
in the loan’s principal balance if the
consumer makes only the minimum
required payments for the maximum
possible time and the earliest date on
which the consumer must begin making
fully amortizing payments, assuming
that the maximum interest rate is
reached at the earliest possible time.

(7) Definitions. For purposes of this
§1026.18(s):

(i) The term “adjustable-rate
mortgage” means a transaction secured
by real property or a dwelling for which
the annual percentage rate may increase
after consummation.

(ii) The term “‘step-rate mortgage”
means a transaction secured by real
property or a dwelling for which the
interest rate will change after
consummation, and the rates that will
apply and the periods for which they
will apply are known at consummation.

(iii) The term “fixed-rate mortgage”
means a transaction secured by real
property or a dwelling that is not an
adjustable-rate mortgage or a step-rate
mortgage.

(iv) The term “interest-only”” means
that, under the terms of the legal
obligation, one or more of the periodic
payments may be applied solely to
accrued interest and not to loan
principal; an “interest-only loan” is a
loan that permits interest-only
payments.

(v) The term “amortizing loan” means
a loan in which payment of the periodic
payments does not result in an increase
in the principal balance under the terms
of the legal obligation; the term
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“negative amortization” means payment
of periodic payments that will result in
an increase in the principal balance
under the terms of the legal obligation;
the term “negative amortization loan”
means a loan, other than a reverse
mortgage subject to § 1026.33, that
provides for a minimum periodic
payment that covers only a portion of
the accrued interest, resulting in
negative amortization.

(vi) The term “fully-indexed rate”
means the interest rate calculated using
the index value and margin at the time
of consummation.

(t) ¢ No-guarantee-to-refinance”
statement. (1) Disclosure. For a closed-
end transaction secured by real property
or a dwelling, other than a transaction
secured by a consumer’s interest in a
timeshare plan described in 11 U.S.C.
101(53D), the creditor shall disclose a
statement that there is no guarantee the
consumer can refinance the transaction
to lower the interest rate or periodic
payments.

(2) Format. The statement required by
paragraph (t)(1) of this section must be
in a form substantially similar to Model
Clause H-4(K) in Appendix H to this
part.

§1026.19 Certain mortgage and variable-
rate transactions.

(a) Mortgage transactions subject to
RESPA. (1)(i) Time of disclosures. In a
mortgage transaction subject to the Real
Estate Settlement Procedures Act (12
U.S.C. 2601 et seq.) that is secured by
the consumer’s dwelling, other than a
home equity line of credit subject to
§1026.40 or mortgage transaction
subject to paragraph (a)(5) of this
section, the creditor shall make good
faith estimates of the disclosures
required by § 1026.18 and shall deliver
or place them in the mail not later than
the third business day after the creditor
receives the consumer’s written
application.

(ii) Imposition of fees. Except as
provided in paragraph (a)(1)(iii) of this
section, neither a creditor nor any other
person may impose a fee on a consumer
in connection with the consumer’s
application for a mortgage transaction
subject to paragraph (a)(1)(i) of this
section before the consumer has
received the disclosures required by
paragraph (a)(1)(i) of this section. If the
disclosures are mailed to the consumer,
the consumer is considered to have
received them three business days after
they are mailed.

(iii) Exception to fee restriction. A
creditor or other person may impose a
fee for obtaining the consumer’s credit
history before the consumer has
received the disclosures required by

paragraph (a)(1)(i) of this section,
provided the fee is bona fide and
reasonable in amount.

(2) Waiting periods for early
disclosures and corrected disclosures.
(i) The creditor shall deliver or place in
the mail the good faith estimates
required by paragraph (a)(1)(i) of this
section not later than the seventh
business day before consummation of
the transaction.

(ii) If the annual percentage rate
disclosed under paragraph (a)(1)(i) of
this section becomes inaccurate, as
defined in § 1026.22, the creditor shall
provide corrected disclosures with all
changed terms. The consumer must
receive the corrected disclosures no
later than three business days before
consummation. If the corrected
disclosures are mailed to the consumer
or delivered to the consumer by means
other than delivery in person, the
consumer is deemed to have received
the corrected disclosures three business
days after they are mailed or delivered.

(3) Consumer’s waiver of waiting
period before consummation. If the
consumer determines that the extension
of credit is needed to meet a bona fide
personal financial emergency, the
consumer may modify or waive the
seven-business-day waiting period or
the three-business-day waiting period
required by paragraph (a)(2) of this
section, after receiving the disclosures
required by § 1026.18. To modify or
waive a waiting period, the consumer
shall give the creditor a dated written
statement that describes the emergency,
specifically modifies or waives the
waiting period, and bears the signature
of all the consumers who are primarily
liable on the legal obligation. Printed
forms for this purpose are prohibited.

(4) Notice. Disclosures made pursuant
to paragraph (a)(1) or paragraph (a)(2) of
this section shall contain the following
statement: “You are not required to
complete this agreement merely because
you have received these disclosures or
signed a loan application.” The
disclosure required by this paragraph
shall be grouped together with the
disclosures required by paragraphs
(a)(1) or (a)(2) of this section.

(5) Timeshare plans. In a mortgage
transaction subject to the Real Estate
Settlement Procedures Act (12 U.S.C.
2601 et seq.) that is secured by a
consumer’s interest in a timeshare plan
described in 11 U.S.C. 101(53(D)):

(i) The requirements of paragraphs
(a)(1) through (a)(4) of this section do
not apply;

(ii) The creditor shall make good faith
estimates of the disclosures required by
§1026.18 before consummation, or shall
deliver or place them in the mail not

later than three business days after the
creditor receives the consumer’s written
application, whichever is earlier; and

(iii) If the annual percentage rate at
the time of consummation varies from
the annual percentage rate disclosed
under paragraph (a)(5)(ii) of this section
by more than % of 1 percentage point
in a regular transaction or more than %
of 1 percentage point in an irregular
transaction, as defined in § 1026.22, the
creditor shall disclose all the changed
terms no later than consummation or
settlement.

(b) Certain variable-rate transactions.
Except as provided in paragraph (d) of
this section, if the annual percentage
rate may increase after consummation in
a transaction secured by the consumer’s
principal dwelling with a term greater
than one year, the following disclosures
must be provided at the time an
application form is provided or before
the consumer pays a non-refundable fee,
whichever is earlier (except that the
disclosures may be delivered or placed
in the mail not later than three business
days following receipt of a consumer’s
application when the application
reaches the creditor by telephone, or
through an intermediary agent or
broker):

(1) The booklet titled Consumer
Handbook on Adjustable Rate
Mortgages, or a suitable substitute.

(2) A loan program disclosure for each
variable-rate program in which the
consumer expresses an interest. The
following disclosures, as applicable,
shall be provided:

(i) The fact that the interest rate,
payment, or term of the loan can
change.

(ii) The index or formula used in
making adjustments, and a source of
information about the index or formula.

(iii) An explanation of how the
interest rate and payment will be
determined, including an explanation of
how the index is adjusted, such as by
the addition of a margin.

(iv) A statement that the consumer
should ask about the current margin
value and current interest rate.

(v) The fact that the interest rate will
be discounted, and a statement that the
consumer should ask about the amount
of the interest rate discount.

(vi) The frequency of interest rate and
payment changes.

(vii) Any rules relating to changes in
the index, interest rate, payment
amount, and outstanding loan balance
including, for example, an explanation
of interest rate or payment limitations,
negative amortization, and interest rate
Carryover.

(viii) At the option of the creditor,
either of the following:
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(A) A historical example, based on a
$10,000 loan amount, illustrating how
payments and the loan balance would
have been affected by interest rate
changes implemented according to the
terms of the loan program disclosure.
The example shall reflect the most
recent 15 years of index values. The
example shall reflect all significant loan
program terms, such as negative
amortization, interest rate carryover,
interest rate discounts, and interest rate
and payment limitations, that would
have been affected by the index
movement during the period.

(B) The maximum interest rate and
payment for a $10,000 loan originated at
the initial interest rate (index value plus
margin, adjusted by the amount of any
discount or premium) in effect as of an
identified month and year for the loan
program disclosure assuming the
maximum periodic increases in rates
and payments under the program; and
the initial interest rate and payment for
that loan and a statement that the
periodic payment may increase or
decrease substantially depending on
changes in the rate.

(ix) An explanation of how the
consumer may calculate the payments
for the loan amount to be borrowed
based on either:

(A) The most recent payment shown
in the historical example in paragraph
(b)(2)(viii)(A) of this section; or

(B) The initial interest rate used to
calculate the maximum interest rate and
payment in paragraph (b)(2)(viii)(B) of
this section.

(x) The fact that the loan program
contains a demand feature.

(xi) The type of information that will
be provided in notices of adjustments
and the timing of such notices.

(xii) A statement that disclosure forms
are available for the creditor’s other
variable-rate loan programs.

(c) Electronic disclosures. For an
application that is accessed by the
consumer in electronic form, the
disclosures required by paragraph (b) of
this section may be provided to the
consumer in electronic form on or with
the application.

(d) Information provided in
accordance with variable-rate
regulations of other Federal agencies
may be substituted for the disclosures
required by paragraph (b) of this section.

§1026.20 Subsequent disclosure
requirements.

(a) Refinancings. A refinancing occurs
when an existing obligation that was
subject to this subpart is satisfied and
replaced by a new obligation
undertaken by the same consumer. A
refinancing is a new transaction

requiring new disclosures to the
consumer. The new finance charge shall
include any unearned portion of the old
finance charge that is not credited to the
existing obligation. The following shall
not be treated as a refinancing:

(1) A renewal of a single payment
obligation with no change in the
original terms.

(2) A reduction in the annual
percentage rate with a corresponding
change in the payment schedule.

(3) An agreement involving a court
proceeding.

(4) A change in the payment schedule
or a change in collateral requirements as
a result of the consumer’s default or
delinquency, unless the rate is
increased, or the new amount financed
exceeds the unpaid balance plus earned
finance charge and premiums for
continuation of insurance of the types
described in §1026.4(d).

(5) The renewal of optional insurance
purchased by the consumer and added
to an existing transaction, if disclosures
relating to the initial purchase were
provided as required by this subpart.

(b) Assumptions. An assumption
occurs when a creditor expressly agrees
in writing with a subsequent consumer
to accept that consumer as a primary
obligor on an existing residential
mortgage transaction. Before the
assumption occurs, the creditor shall
make new disclosures to the subsequent
consumer, based on the remaining
obligation. If the finance charge
originally imposed on the existing
obligation was an add-on or discount
finance charge, the creditor need only
disclose:

(1) The unpaid balance of the
obligation assumed.

(2) The total charges imposed by the
creditor in connection with the
assumption.

(3) The information required to be
disclosed under §1026.18(k), (1), (m),
and (n).

(4) The annual percentage rate
originally imposed on the obligation.

(5) The payment schedule under
§1026.18(g) and the total of payments
under § 1026.18(h) based on the
remaining obligation.

(c) Variable-rate adjustments. Except
as provided in paragraph (d) of this
section, an adjustment to the interest
rate with or without a corresponding
adjustment to the payment in a variable-
rate transaction subject to § 1026.19(b) is
an event requiring new disclosures to
the consumer. At least once each year
during which an interest rate
adjustment is implemented without an
accompanying payment change, and at
least 25, but no more than 120, calendar
days before a payment at a new level is

due, the following disclosures, as
applicable, must be delivered or placed
in the mail:

(1) The current and prior interest
rates.

(2) The index values upon which the
current and prior interest rates are
based.

(3) The extent to which the creditor
has foregone any increase in the interest
rate.

(4) The contractual effects of the
adjustment, including the payment due
after the adjustment is made, and a
statement of the loan balance.

(5) The payment, if different from that
referred to in paragraph (c)(4) of this
section, that would be required to fully
amortize the loan at the new interest
rate over the remainder of the loan term.

(d) Information provided in
accordance with variable-rate
subsequent disclosure regulations of
other Federal agencies may be
substituted for the disclosure required
by paragraph (c) of this section.

§1026.21 Treatment of credit balances.

When a credit balance in excess of $1
is created in connection with a
transaction (through transmittal of funds
to a creditor in excess of the total
balance due on an account, through
rebates of unearned finance charges or
insurance premiums, or through
amounts otherwise owed to or held for
the benefit of a consumer), the creditor
shall:

(a) Credit the amount of the credit
balance to the consumer’s account;

(b) Refund any part of the remaining
credit balance, upon the written request
of the consumer; and

(c) Make a good faith effort to refund
to the consumer by cash, check, or
money order, or credit to a deposit
account of the consumer, any part of the
credit balance remaining in the account
for more than 6 months, except that no
further action is required if the
consumer’s current location is not
known to the creditor and cannot be
traced through the consumer’s last
known address or telephone number.

§1026.22 Determination of annual
percentage rate.

(a) Accuracy of annual percentage
rate. (1) The annual percentage rate is a
measure of the cost of credit, expressed
as a yearly rate, that relates the amount
and timing of value received by the
consumer to the amount and timing of
payments made. The annual percentage
rate shall be determined in accordance
with either the actuarial method or the
United States Rule method.
Explanations, equations and
instructions for determining the annual
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percentage rate in accordance with the
actuarial method are set forth in
Appendix J to this part. An error in
disclosure of the annual percentage rate
or finance charge shall not, in itself, be
considered a violation of this part if:

(i) The error resulted from a
corresponding error in a calculation tool
used in good faith by the creditor; and

(ii) Upon discovery of the error, the
creditor promptly discontinues use of
that calculation tool for disclosure
purposes and notifies the Bureau in
writing of the error in the calculation
tool.

(2) As a general rule, the annual
percentage rate shall be considered
accurate if it is not more than s of 1
percentage point above or below the
annual percentage rate determined in
accordance with paragraph (a)(1) of this
section.

(3) In an irregular transaction, the
annual percentage rate shall be
considered accurate if it is not more
than Va4 of 1 percentage point above or
below the annual percentage rate
determined in accordance with
paragraph (a)(1) of this section. For
purposes of this paragraph (a)(3), an
irregular transaction is one that includes
one or more of the following features:
multiple advances, irregular payment
periods, or irregular payment amounts
(other than an irregular first period or an
irregular first or final payment).

(4) Mortgage loans. If the annual
percentage rate disclosed in a
transaction secured by real property or
a dwelling varies from the actual rate
determined in accordance with
paragraph (a)(1) of this section, in
addition to the tolerances applicable
under paragraphs (a)(2) and (3) of this
section, the disclosed annual percentage
rate shall also be considered accurate if:

(i) The rate results from the disclosed
finance charge; and

(ii)(A) The disclosed finance charge
would be considered accurate under
§1026.18(d)(1); or

(B) For purposes of rescission, if the
disclosed finance charge would be
considered accurate under § 1026.23(g)
or (h), whichever applies.

(5) Additional tolerance for mortgage
loans. In a transaction secured by real
property or a dwelling, in addition to
the tolerances applicable under
paragraphs (a)(2) and (3) of this section,
if the disclosed finance charge is
calculated incorrectly but is considered
accurate under § 1026.18(d)(1) or
§1026.23(g) or (h), the disclosed annual
percentage rate shall be considered
accurate:

(i) If the disclosed finance charge is
understated, and the disclosed annual
percentage rate is also understated but

it is closer to the actual annual
percentage rate than the rate that would
be considered accurate under paragraph
(a)(4) of this section;

(ii) If the disclosed finance charge is
overstated, and the disclosed annual
percentage rate is also overstated but it
is closer to the actual annual percentage
rate than the rate that would be
considered accurate under paragraph
(a)(4) of this section.

(b) Computation tools. (1) The
Regulation Z Annual Percentage Rate
Tables produced by the Bureau may be
used to determine the annual percentage
rate, and any rate determined from those
tables in accordance with the
accompanying instructions complies
with the requirements of this section.
Volume I of the tables applies to single
advance transactions involving up to
480 monthly payments or 104 weekly
payments. It may be used for regular
transactions and for transactions with
any of the following irregularities: an
irregular first period, an irregular first
payment, and an irregular final
payment. Volume II of the tables applies
to transactions involving multiple
advances and any type of payment or
period irregularity.

(2) Creditors may use any other
computation tool in determining the
annual percentage rate if the rate so
determined equals the rate determined
in accordance with Appendix J to this
part, within the degree of accuracy set
forth in paragraph (a) of this section.

(c) Single add-on rate transactions. If
a single add-on rate is applied to all
transactions with maturities up to 60
months and if all payments are equal in
amount and period, a single annual
percentage rate may be disclosed for all
those transactions, so long as it is the
highest annual percentage rate for any
such transaction.

(d) Certain transactions involving
ranges of balances. For purposes of
disclosing the annual percentage rate
referred to in § 1026.17(g)(4) (Mail or
telephone orders—delay in disclosures)
and (h) (Series of sales—delay in
disclosures), if the same finance charge
is imposed on all balances within a
specified range of balances, the annual
percentage rate computed for the
median balance may be disclosed for all
the balances. However, if the annual
percentage rate computed for the
median balance understates the annual
percentage rate computed for the lowest
balance by more than 8 percent of the
latter rate, the annual percentage rate
shall be computed on whatever lower
balance will produce an annual
percentage rate that does not result in an
understatement of more than 8 percent

of the rate determined on the lowest
balance.

§1026.23 Right of rescission.

(a) Consumer’s right to rescind. (1) In
a credit transaction in which a security
interest is or will be retained or
acquired in a consumer’s principal
dwelling, each consumer whose
ownership interest is or will be subject
to the security interest shall have the
right to rescind the transaction, except
for transactions described in paragraph
(f) of this section. For purposes of this
section, the addition to an existing
obligation of a security interest in a
consumer’s principal dwelling is a
transaction. The right of rescission
applies only to the addition of the
security interest and not the existing
obligation. The creditor shall deliver the
notice required by paragraph (b) of this
section but need not deliver new
material disclosures. Delivery of the
required notice shall begin the
rescission period.

(2) To exercise the right to rescind,
the consumer shall notify the creditor of
the rescission by mail, telegram or other
means of written communication.
Notice is considered given when
mailed, when filed for telegraphic
transmission or, if sent by other means,
when delivered to the creditor’s
designated place of business.

(3)(1) The consumer may exercise the
right to rescind until midnight of the
third business day following
consummation, delivery of the notice
required by paragraph (b) of this section,
or delivery of all material disclosures,
whichever occurs last. If the required
notice or material disclosures are not
delivered, the right to rescind shall
expire 3 years after consummation,
upon transfer of all of the consumer’s
interest in the property, or upon sale of
the property, whichever occurs first. In
the case of certain administrative
proceedings, the rescission period shall
be extended in accordance with section
125(f) of the Act.

(ii) For purposes of this paragraph
(a)(3), the term ‘“material disclosures”
means the required disclosures of the
annual percentage rate, the finance
charge, the amount financed, the total of
payments, the payment schedule, and
the disclosures and limitations referred
to in §§1026.32(c) and (d) and
1026.35(b)(2).

(4) When more than one consumer in
a transaction has the right to rescind,
the exercise of the right by one
consumer shall be effective as to all
consumers.

(b)(1) Notice of right to rescind. In a
transaction subject to rescission, a
creditor shall deliver two copies of the
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notice of the right to rescind to each
consumer entitled to rescind (one copy
to each if the notice is delivered in
electronic form in accordance with the
consumer consent and other applicable
provisions of the E-Sign Act). The notice
shall be on a separate document that
identifies the transaction and shall
clearly and conspicuously disclose the
following:

(i) The retention or acquisition of a
security interest in the consumer’s
principal dwelling.

(ii) The consumer’s right to rescind
the transaction.

(iii) How to exercise the right to
rescind, with a form for that purpose,
designating the address of the creditor’s
place of business.

(iv) The effects of rescission, as
described in paragraph (d) of this
section.

(v) The date the rescission period
expires.

(2) Proper form of notice. To satisfy
the disclosure requirements of
paragraph (b)(1) of this section, the
creditor shall provide the appropriate
model form in Appendix H of this part
or a substantially similar notice.

(c) Delay of creditor’s performance.
Unless a consumer waives the right of
rescission under paragraph (e) of this
section, no money shall be disbursed
other than in escrow, no services shall
be performed and no materials delivered
until the rescission period has expired
and the creditor is reasonably satisfied
that the consumer has not rescinded.

(d) Effects of rescission. (1) When a
consumer rescinds a transaction, the
security interest giving rise to the right
of rescission becomes void and the
consumer shall not be liable for any
amount, including any finance charge.

(2) Within 20 calendar days after
receipt of a notice of rescission, the
creditor shall return any money or
property that has been given to anyone
in connection with the transaction and
shall take any action necessary to reflect
the termination of the security interest.

(3) If the creditor has delivered any
money or property, the consumer may
retain possession until the creditor has
met its obligation under paragraph (d)(2)
of this section. When the creditor has
complied with that paragraph, the
consumer shall tender the money or
property to the creditor or, where the
latter would be impracticable or
inequitable, tender its reasonable value.
At the consumer’s option, tender of
property may be made at the location of
the property or at the consumer’s
residence. Tender of money must be
made at the creditor’s designated place
of business. If the creditor does not take
possession of the money or property

within 20 calendar days after the
consumer’s tender, the consumer may
keep it without further obligation.

(4) The procedures outlined in
paragraphs (d)(2) and (3) of this section
may be modified by court order.

(e) Consumer’s waiver of right to
rescind. The consumer may modify or
waive the right to rescind if the
consumer determines that the extension
of credit is needed to meet a bona fide
personal financial emergency. To
modify or waive the right, the consumer
shall give the creditor a dated written
statement that describes the emergency,
specifically modifies or waives the right
to rescind, and bears the signature of all
the consumers entitled to rescind.
Printed forms for this purpose are
prohibited.

(f) Exempt transactions. The right to
rescind does not apply to the following:

(1) A residential mortgage transaction.

(2) A refinancing or consolidation by
the same creditor of an extension of
credit already secured by the
consumer’s principal dwelling. The
right of rescission shall apply, however,
to the extent the new amount financed
exceeds the unpaid principal balance,
any earned unpaid finance charge on
the existing debt, and amounts
attributed solely to the costs of the
refinancing or consolidation.

(3) A transaction in which a state
agency is a creditor.

(4) An advance, other than an initial
advance, in a series of advances or in a
series of single-payment obligations that
is treated as a single transaction under
§1026.17(c)(6), if the notice required by
paragraph (b) of this section and all
material disclosures have been given to
the consumer.

(5) A renewal of optional insurance
premiums that is not considered a
refinancing under § 1026.20(a)(5).

(g) Tolerances for accuracy. (1) One-
half of 1 percent tolerance. Except as
provided in paragraphs (g)(2) and (h)(2)
of this section, the finance charge and
other disclosures affected by the finance
charge (such as the amount financed
and the annual percentage rate) shall be
considered accurate for purposes of this
section if the disclosed finance charge:

(i) Is understated by no more than -
of 1 percent of the face amount of the
note or $100, whichever is greater; or

(ii) Is greater than the amount
required to be disclosed.

(2) One percent tolerance. In a
refinancing of a residential mortgage
transaction with a new creditor (other
than a transaction covered by
§1026.32), if there is no new advance
and no consolidation of existing loans,
the finance charge and other disclosures
affected by the finance charge (such as

the amount financed and the annual
percentage rate) shall be considered
accurate for purposes of this section if
the disclosed finance charge:

(i) Is understated by no more than 1
percent of the face amount of the note
or $100, whichever is greater; or

(ii) Is greater than the amount
required to be disclosed.

(h) Special rules for foreclosures. (1)
Right to rescind. After the initiation of
foreclosure on the consumer’s principal
dwelling that secures the credit
obligation, the consumer shall have the
right to rescind the transaction if:

(i) A mortgage broker fee that should
have been included in the finance
charge was not included; or

(ii) The creditor did not provide the
properly completed appropriate model
form in Appendix H of this part, or a
substantially similar notice of
rescission.

(2) Tolerance for disclosures. After the
initiation of foreclosure on the
consumer’s principal dwelling that
secures the credit obligation, the finance
charge and other disclosures affected by
the finance charge (such as the amount
financed and the annual percentage
rate) shall be considered accurate for
purposes of this section if the disclosed
finance charge:

(i) Is understated by no more than
$35; or

(ii) Is greater than the amount
required to be disclosed.

§1026.24 Advertising.

(a) Actually available terms. If an
advertisement for credit states specific
credit terms, it shall state only those
terms that actually are or will be
arranged or offered by the creditor.

(b) Clear and conspicuous standard.
Disclosures required by this section
shall be made clearly and
conspicuously.

(c) Advertisement of rate of finance
charge. If an advertisement states a rate
of finance charge, it shall state the rate
as an “‘annual percentage rate,” using
that term. If the annual percentage rate
may be increased after consummation,
the advertisement shall state that fact. If
an advertisement is for credit not
secured by a dwelling, the
advertisement shall not state any other
rate, except that a simple annual rate or
periodic rate that is applied to an
unpaid balance may be stated in
conjunction with, but not more
conspicuously than, the annual
percentage rate. If an advertisement is
for credit secured by a dwelling, the
advertisement shall not state any other
rate, except that a simple annual rate
that is applied to an unpaid balance
may be stated in conjunction with, but
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not more conspicuously than, the
annual percentage rate.

(d) Advertisement of terms that
require additional disclosures. (1)
Triggering terms. If any of the following
terms is set forth in an advertisement,
the advertisement shall meet the
requirements of paragraph (d)(2) of this
section:

(i) The amount or percentage of any
downpayment.

(ii) The number of payments or period
of repayment.

(iii) The amount of any payment.

(iv) The amount of any finance
charge.

(2) Additional terms. An
advertisement stating any of the terms
in paragraph (d)(1) of this section shall
state the following terms, as applicable
(an example of one or more typical
extensions of credit with a statement of
all the terms applicable to each may be
used):

(i) The amount or percentage of the
downpayment.

(ii) The terms of repayment, which
reflect the repayment obligations over
the full term of the loan, including any
balloon payment.

(iii) The “annual percentage rate,”
using that term, and, if the rate may be
increased after consummation, that fact.

(e) Catalogs or other multiple-page
advertisements; electronic
advertisements. (1) If a catalog or other
multiple-page advertisement, or an
electronic advertisement (such as an
advertisement appearing on an Internet
Web site), gives information in a table
or schedule in sufficient detail to permit
determination of the disclosures
required by paragraph (d)(2) of this
section, it shall be considered a single
advertisement if:

(i) The table or schedule is clearly and
conspicuously set forth; and

(ii) Any statement of the credit terms
in paragraph (d)(1) of this section
appearing anywhere else in the catalog
or advertisement clearly refers to the
page or location where the table or
schedule begins.

(2) A catalog or other multiple-page
advertisement or an electronic
advertisement (such as an advertisement
appearing on an Internet Web site)
complies with paragraph (d)(2) of this
section if the table or schedule of terms
includes all appropriate disclosures for
a representative scale of amounts up to
the level of the more commonly sold
higher-priced property or services
offered.

(f) Disclosure of rates and payments
in advertisements for credit secured by
a dwelling.

(1) Scope. The requirements of this
paragraph apply to any advertisement

for credit secured by a dwelling, other
than television or radio advertisements,
including promotional materials
accompanying applications.

(2) Disclosure of rates. (i) In general.
If an advertisement for credit secured by
a dwelling states a simple annual rate of
interest and more than one simple
annual rate of interest will apply over
the term of the advertised loan, the
advertisement shall disclose in a clear
and conspicuous manner:

(A) Each simple annual rate of interest
that will apply. In variable-rate
transactions, a rate determined by
adding an index and margin shall be
disclosed based on a reasonably current
index and margin;

(B) The period of time during which
each simple annual rate of interest will
apply; and

(C) The annual percentage rate for the
loan. If such rate is variable, the annual
percentage rate shall comply with the
accuracy standards in §§1026.17(c) and
1026.22.

(ii) Clear and conspicuous
requirement. For purposes of paragraph
(£)(2)(i) of this section, clearly and
conspicuously disclosed means that the
required information in paragraphs
(£)(2)(1)(A) through (C) shall be disclosed
with equal prominence and in close
proximity to any advertised rate that
triggered the required disclosures. The
required information in paragraph
(£)(2)(1)(C) may be disclosed with greater
prominence than the other information.

(3) Disclosure of payments. (i) In
general. In addition to the requirements
of paragraph (c) of this section, if an
advertisement for credit secured by a
dwelling states the amount of any
payment, the advertisement shall
disclose in a clear and conspicuous
manner:

(A) The amount of each payment that
will apply over the term of the loan,
including any balloon payment. In
variable-rate transactions, payments that
will be determined based on the
application of the sum of an index and
margin shall be disclosed based on a
reasonably current index and margin;

(B) The period of time during which
each payment will apply; and

(C) In an advertisement for credit
secured by a first lien on a dwelling, the
fact that the payments do not include
amounts for taxes and insurance
premiums, if applicable, and that the
actual payment obligation will be
greater.

(ii) Clear and conspicuous
requirement. For purposes of paragraph
(H)(3)(1) of this section, a clear and
conspicuous disclosure means that the
required information in paragraphs
(H)(3)(1)(A) and (B) shall be disclosed

with equal prominence and in close
proximity to any advertised payment
that triggered the required disclosures,
and that the required information in
paragraph (£)(3)(i)(C) shall be disclosed
with prominence and in close proximity
to the advertised payments.

(4) Envelope excluded. The
requirements in paragraphs (f)(2) and
(£)(3) of this section do not apply to an
envelope in which an application or
solicitation is mailed, or to a banner
advertisement or pop-up advertisement
linked to an application or solicitation
provided electronically.

(g) Alternative disclosures—television
or radio advertisements. An
advertisement made through television
or radio stating any of the terms
requiring additional disclosures under
paragraph (d)(2) of this section may
comply with paragraph (d)(2) of this
section either by:

(1) Stating clearly and conspicuously
each of the additional disclosures
required under paragraph (d)(2) of this
section; or

(2) Stating clearly and conspicuously
the information required by paragraph
(d)(2)(iii) of this section and listing a
toll-free telephone number, or any
telephone number that allows a
consumer to reverse the phone charges
when calling for information, along with
a reference that such number may be
used by consumers to obtain additional
cost information.

(h) Tax implications. If an
advertisement distributed in paper form
or through the Internet (rather than by
radio or television) is for a loan secured
by the consumer’s principal dwelling,
and the advertisement states that the
advertised extension of credit may
exceed the fair market value of the
dwelling, the advertisement shall
clearly and conspicuously state that:

(1) The interest on the portion of the
credit extension that is greater than the
fair market value of the dwelling is not
tax deductible for Federal income tax
purposes; and

(2) The consumer should consult a tax
adviser for further information regarding
the deductibility of interest and charges.

(i) Prohibited acts or practices in
advertisements for credit secured by a
dwelling. The following acts or practices
are prohibited in advertisements for
credit secured by a dwelling:

(1) Misleading advertising of “‘fixed”
rates and payments. Using the word
“fixed” to refer to rates, payments, or
the credit transaction in an
advertisement for variable-rate
transactions or other transactions where
the payment will increase, unless:
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(i) In the case of an advertisement
solely for one or more variable-rate
transactions,

(A) The phrase “Adjustable-Rate
Mortgage,” ‘“Variable-Rate Mortgage,” or
“ARM” appears in the advertisement
before the first use of the word “fixed”
and is at least as conspicuous as any use
of the word ““fixed” in the
advertisement; and

(B) Each use of the word “fixed” to
refer to a rate or payment is
accompanied by an equally prominent
and closely proximate statement of the
time period for which the rate or
payment is fixed, and the fact that the
rate may vary or the payment may
increase after that period;

(ii) In the case of an advertisement
solely for non-variable-rate transactions
where the payment will increase (e.g., a
stepped-rate mortgage transaction with
an initial lower payment), each use of
the word ““fixed” to refer to the payment
is accompanied by an equally
prominent and closely proximate
statement of the time period for which
the payment is fixed, and the fact that
the payment will increase after that
period; or

(iii) In the case of an advertisement
for both variable-rate transactions and
non-variable-rate transactions,

(A) The phrase “Adjustable-Rate
Mortgage,” ‘“Variable-Rate Mortgage,” or
“ARM” appears in the advertisement
with equal prominence as any use of the
term “‘fixed,” “Fixed-Rate Mortgage,” or
similar terms; and

(B) Each use of the word “fixed” to
refer to a rate, payment, or the credit
transaction either refers solely to the
transactions for which rates are fixed
and complies with paragraph (i)(1)(ii) of
this section, if applicable, or, if it refers
to the variable-rate transactions, is
accompanied by an equally prominent
and closely proximate statement of the
time period for which the rate or
payment is fixed, and the fact that the
rate may vary or the payment may
increase after that period.

(2) Misleading comparisons in
advertisements. Making any comparison
in an advertisement between actual or
hypothetical credit payments or rates
and any payment or simple annual rate
that will be available under the
advertised product for a period less than
the full term of the loan, unless:

(i) In general. The advertisement
includes a clear and conspicuous
comparison to the information required
to be disclosed under §1026.24(f)(2) and
(3); and

(ii) Application to variable-rate
transactions. If the advertisement is for
a variable-rate transaction, and the
advertised payment or simple annual

rate is based on the index and margin
that will be used to make subsequent
rate or payment adjustments over the
term of the loan, the advertisement
includes an equally prominent
statement in close proximity to the
payment or rate that the payment or rate
is subject to adjustment and the time
period when the first adjustment will
occur.

(3) Misrepresentations about
government endorsement. Making any
statement in an advertisement that the
product offered is a “‘government loan
program”, “government-supported
loan”, or is otherwise endorsed or
sponsored by any Federal, state, or local
government entity, unless the
advertisement is for an FHA loan, VA
loan, or similar loan program that is, in
fact, endorsed or sponsored by a
Federal, state, or local government
entity.

(4) Misleading use of the current
lender’s name. Using the name of the
consumer’s current lender in an
advertisement that is not sent by or on
behalf of the consumer’s current lender,
unless the advertisement:

(i) Discloses with equal prominence
the name of the person or creditor
making the advertisement; and

(ii) Includes a clear and conspicuous
statement that the person making the
advertisement is not associated with, or
acting on behalf of, the consumer’s
current lender.

(5) Misleading claims of debt
elimination. Making any misleading
claim in an advertisement that the
mortgage product offered will eliminate
debt or result in a waiver or forgiveness
of a consumer’s existing loan terms
with, or obligations to, another creditor.

(6) Misleading use of the term
“counselor”. Using the term
‘“‘counselor” in an advertisement to refer
to a for-profit mortgage broker or
mortgage creditor, its employees, or
persons working for the broker or
creditor that are involved in offering,
originating or selling mortgages.

(7) Misleading foreign-language
advertisements. Providing information
about some trigger terms or required
disclosures, such as an initial rate or
payment, only in a foreign language in
an advertisement, but providing
information about other trigger terms or
required disclosures, such as
information about the fully-indexed rate
or fully amortizing payment, only in
English in the same advertisement.

Subpart D—Miscellaneous

§1026.25 Record retention.

(a) General rule. A creditor shall
retain evidence of compliance with this

part (other than advertising
requirements under §§1026.16 and
1026.24) for 2 years after the date
disclosures are required to be made or
action is required to be taken. The
administrative agencies responsible for
enforcing the regulation may require
creditors under their jurisdictions to
retain records for a longer period if
necessary to carry out their enforcement
responsibilities under section 108 of the
Act.

(b) Inspection of records. A creditor
shall permit the agency responsible for
enforcing this part with respect to that
creditor to inspect its relevant records
for compliance.

§1026.26 Use of annual percentage rate in
oral disclosures.

(a) Open-end credit. In an oral
response to a consumer’s inquiry about
the cost of open-end credit, only the
annual percentage rate or rates shall be
stated, except that the periodic rate or
rates also may be stated. If the annual
percentage rate cannot be determined in
advance because there are finance
charges other than a periodic rate, the
corresponding annual percentage rate
shall be stated, and other cost
information may be given.

(b) Closed-end credit. In an oral
response to a consumer’s inquiry about
the cost of closed-end credit, only the
annual percentage rate shall be stated,
except that a simple annual rate or
periodic rate also may be stated if it is
applied to an unpaid balance. If the
annual percentage rate cannot be
determined in advance, the annual
percentage rate for a sample transaction
shall be stated, and other cost
information for the consumer’s specific
transaction may be given.

§1026.27 Language of disclosures.

Disclosures required by this part may
be made in a language other than
English, provided that the disclosures
are made available in English upon the
consumer’s request. This requirement
for providing English disclosures on
request does not apply to
advertisements subject to §§1026.16
and 1026.24.

§1026.28 Effect on state laws.

(a) Inconsistent disclosure
requirements. (1) Except as provided in
paragraph (d) of this section, state law
requirements that are inconsistent with
the requirements contained in chapter 1
(General Provisions), chapter 2 (Credit
Transactions), or chapter 3 (Credit
Advertising) of the Act and the
implementing provisions of this part are
preempted to the extent of the
inconsistency. A state law is
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inconsistent if it requires a creditor to
make disclosures or take actions that
contradict the requirements of the
Federal law. A state law is contradictory
if it requires the use of the same term
to represent a different amount or a
different meaning than the Federal law,
or if it requires the use of a term
different from that required in the
Federal law to describe the same item.
A creditor, state, or other interested
party may request the Bureau to
determine whether a state law
requirement is inconsistent. After the
Bureau determines that a state law is
inconsistent, a creditor may not make
disclosures using the inconsistent term
or form.

(2)(i) State law requirements are
inconsistent with the requirements
contained in sections 161 (Correction of
billing errors) or 162 (Regulation of
credit reports) of the Act and the
implementing provisions of this part
and are preempted if they provide
rights, responsibilities, or procedures for
consumers or creditors that are different
from those required by the Federal law.
However, a state law that allows a
consumer to inquire about an open-end
credit account and imposes on the
creditor an obligation to respond to such
inquiry after the time allowed in the
Federal law for the consumer to submit
written notice of a billing error shall not
be preempted in any situation where the
time period for making written notice
under this part has expired. If a creditor
gives written notice of a consumer’s
rights under such state law, the notice
shall state that reliance on the longer
time period available under state law
may result in the loss of important
rights that could be preserved by acting
more promptly under Federal law; it
shall also explain that the state law
provisions apply only after expiration of
the time period for submitting a proper
written notice of a billing error under
the Federal law. If the state disclosures
are made on the same side of a page as
the required Federal disclosures, the
state disclosures shall appear under a
demarcation line below the Federal
disclosures, and the Federal disclosures
shall be identified by a heading
indicating that they are made in
compliance with Federal law.

(ii) State law requirements are
inconsistent with the requirements
contained in chapter 4 (Credit billing) of
the Act (other than section 161 or 162)
and the implementing provisions of this
part and are preempted if the creditor
cannot comply with state law without
violating Federal law.

(iii) A state may request the Bureau to
determine whether its law is

inconsistent with chapter 4 of the Act
and its implementing provisions.

(b) Equivalent disclosure
requirements. If the Bureau determines
that a disclosure required by state law
(other than a requirement relating to the
finance charge, annual percentage rate,
or the disclosures required under
§1026.32) is substantially the same in
meaning as a disclosure required under
the Act or this part, creditors in that
state may make the state disclosure in
lieu of the Federal disclosure. A
creditor, state, or other interested party
may request the Bureau to determine
whether a state disclosure is
substantially the same in meaning as a
Federal disclosure.

(c) Request for determination. The
procedures under which a request for a
determination may be made under this
section are set forth in Appendix A.

(d) Special rule for credit and charge
cards. State law requirements relating to
the disclosure of credit information in
any credit or charge card application or
solicitation that is subject to the
requirements of section 127(c) of
chapter 2 of the Act (§ 1026.60 of the
regulation) or in any renewal notice for
a credit or charge card that is subject to
the requirements of section 127(d) of
chapter 2 of the Act (§ 1026.9(e) of the
regulation) are preempted. State laws
relating to the enforcement of section
127(c) and (d) of the Act are not
preempted.

§1026.29 State exemptions.

(a) General rule. Any state may apply
to the Bureau to exempt a class of
transactions within the state from the
requirements of chapter 2 (Credit
transactions) or chapter 4 (Credit
billing) of the Act and the
corresponding provisions of this part.
The Bureau shall grant an exemption if
it determines that:

(1) The state law is substantially
similar to the Federal law or, in the case
of chapter 4, affords the consumer
greater protection than the Federal law;
and

(2) There is adequate provision for
enforcement.

(b) Civil liability. (1) No exemptions
granted under this section shall extend
to the civil liability provisions of
sections 130 and 131 of the Act.

(2) If an exemption has been granted,
the disclosures required by the
applicable state law (except any
additional requirements not imposed by
Federal law) shall constitute the
disclosures required by the Act.

(c) Applications. The procedures
under which a state may apply for an
exemption under this section are set
forth in Appendix B to this part.

§1026.30 Limitation on rates.

A creditor shall include in any
consumer credit contract secured by a
dwelling and subject to the Act and this
part the maximum interest rate that may
be imposed during the term of the
obligation when:

(a) In the case of closed-end credit,
the annual percentage rate may increase
after consummation, or

(b) In the case of open-end credit, the
annual percentage rate may increase
during the plan.

Subpart E—Special Rules for Certain
Home Mortgage Transactions

§1026.31 General rules.

(a) Relation to other subparts in this
part. The requirements and limitations
of this subpart are in addition to and not
in lieu of those contained in other
subparts of this part.

(b) Form of disclosures. The creditor
shall make the disclosures required by
this subpart clearly and conspicuously
in writing, in a form that the consumer
may keep. The disclosures required by
this subpart may be provided to the
consumer in electronic form, subject to
compliance with the consumer consent
and other applicable provisions of the
Electronic Signatures in Global and
National Commerce Act (E-Sign Act) (15
U.S.C. 7001 et seq.).

(c) Timing of disclosure. (1)
Disclosures for certain closed-end home
mortgages. The creditor shall furnish
the disclosures required by § 1026.32 at
least three business days prior to
consummation of a mortgage transaction
covered by § 1026.32.

(i) Change in terms. After complying
with paragraph (c)(1) of this section and
prior to consummation, if the creditor
changes any term that makes the
disclosures inaccurate, new disclosures
shall be provided in accordance with
the requirements of this subpart.

(ii) Telephone disclosures. A creditor
may provide new disclosures by
telephone if the consumer initiates the
change and if, at consummation:

(A) The creditor provides new written
disclosures; and

(B) The consumer and creditor sign a
statement that the new disclosures were
provided by telephone at least three
days prior to consummation.

(iii) Consumer’s waiver of waiting
period before consummation. The
consumer may, after receiving the
disclosures required by paragraph (c)(1)
of this section, modify or waive the
three-day waiting period between
delivery of those disclosures and
consummation if the consumer
determines that the extension of credit
is needed to meet a bona fide personal
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financial emergency. To modify or
waive the right, the consumer shall give
the creditor a dated written statement
that describes the emergency,
specifically modifies or waives the
waiting period, and bears the signature
of all the consumers entitled to the
waiting period. Printed forms for this
purpose are prohibited, except when
creditors are permitted to use printed
forms pursuant to § 1026.23(e)(2).

(2) Disclosures for reverse mortgages.
The creditor shall furnish the
disclosures required by § 1026.33 at
least three business days prior to:

(i) Consummation of a closed-end
credit transaction; or

(ii) The first transaction under an
open-end credit plan.

(d) Basis of disclosures and use of
estimates. (1) Legal Obligation.
Disclosures shall reflect the terms of the
legal obligation between the parties.

(2) Estimates. If any information
necessary for an accurate disclosure is
unknown to the creditor, the creditor
shall make the disclosure based on the
best information reasonably available at
the time the disclosure is provided, and
shall state clearly that the disclosure is
an estimate.

(3) Per-diem interest. For a transaction
in which a portion of the interest is
determined on a per-diem basis and
collected at consummation, any
disclosure affected by the per-diem
interest shall be considered accurate if
the disclosure is based on the
information known to the creditor at the
time that the disclosure documents are
prepared.

(e) Multiple creditors; multiple
consumers. If a transaction involves
more than one creditor, only one set of
disclosures shall be given and the
creditors shall agree among themselves
which creditor must comply with the
requirements that this part imposes on
any or all of them. If there is more than
one consumer, the disclosures may be
made to any consumer who is primarily
liable on the obligation. If the
transaction is rescindable under
§1026.15 or § 1026.23, however, the
disclosures shall be made to each
consumer who has the right to rescind.

(f) Effect of subsequent events. If a
disclosure becomes inaccurate because
of an event that occurs after the creditor
delivers the required disclosures, the
inaccuracy is not a violation of
Regulation Z (12 CFR part 1026),
although new disclosures may be
required for mortgages covered by
§1026.32 under paragraph (c) of this
section, § 1026.9(c), § 1026.19, or
§1026.20.

(g) Accuracy of annual percentage
rate. For purposes of § 1026.32, the

annual percentage rate shall be
considered accurate, and may be used in
determining whether a transaction is
covered by § 1026.32, if it is accurate
according to the requirements and
within the tolerances under § 1026.22.
The finance charge tolerances for
rescission under § 1026.23(g) or (h) shall
not apply for this purpose.

§1026.32 Requirements for certain closed-
end home mortgages.

(a) Coverage. (1) Except as provided in
paragraph (a)(2) of this section, the
requirements of this section apply to a
consumer credit transaction that is
secured by the consumer’s principal
dwelling, and in which either:

(i) The annual percentage rate at
consummation will exceed by more
than 8 percentage points for first-lien
loans, or by more than 10 percentage
points for subordinate-lien loans, the
yield on Treasury securities having
comparable periods of maturity to the
loan maturity as of the fifteenth day of
the month immediately preceding the
month in which the application for the
extension of credit is received by the
creditor; or

(ii) The total points and fees payable
by the consumer at or before loan
closing will exceed the greater of 8
percent of the total loan amount, or
$400; the $400 figure shall be adjusted
annually on January 1 by the annual
percentage change in the Consumer
Price Index that was reported on the
preceding June 1.

(2) This section does not apply to the
following:

(i) A residential mortgage transaction.

(ii) A reverse mortgage transaction
subject to § 1026.33.

(iii) An open-end credit plan subject
to subpart B of this part.

(b) Definitions. For purposes of this
subpart, the following definitions apply:

(1) For purposes of paragraph (a)(1)(ii)
of this section, points and fees means:

(i) All items required to be disclosed
under § 1026.4(a) and 1026.4(b), except
interest or the time-price differential;

(ii) All compensation paid to
mortgage brokers;

(iii) All items listed in § 1026.4(c)(7)
(other than amounts held for future
payment of taxes) unless the charge is
reasonable, the creditor receives no
direct or indirect compensation in
connection with the charge, and the
charge is not paid to an affiliate of the
creditor; and

(iv) Premiums or other charges for
credit life, accident, health, or loss-of-
income insurance, or debt-cancellation
coverage (whether or not the debt-
cancellation coverage is insurance
under applicable law) that provides for

cancellation of all or part of the
consumer’s liability in the event of the
loss of life, health, or income or in the
case of accident, written in connection
with the credit transaction.

(2) Affiliate means any company that
controls, is controlled by, or is under
common control with another company,
as set forth in the Bank Holding
Company Act of 1956 (12 U.S.C. 1841 et
seq.).

(c) Disclosures. In addition to other
disclosures required by this part, in a
mortgage subject to this section, the
creditor shall disclose the following in
conspicuous type size:

(1) Notices. The following statement:
“You are not required to complete this
agreement merely because you have
received these disclosures or have
signed a loan application. If you obtain
this loan, the lender will have a
mortgage on your home. You could lose
your home, and any money you have
put into it, if you do not meet your
obligations under the loan.”

(2) Annual percentage rate. The
annual percentage rate.

(3) Regular payment; balloon
payment. The amount of the regular
monthly (or other periodic) payment
and the amount of any balloon payment.
The regular payment disclosed under
this paragraph shall be treated as
accurate if it is based on an amount
borrowed that is deemed accurate and is
disclosed under paragraph (c)(5) of this
section.

(4) Variable-rate. For variable-rate
transactions, a statement that the
interest rate and monthly payment may
increase, and the amount of the single
maximum monthly payment, based on
the maximum interest rate required to
be disclosed under § 1026.30.

(5) Amount borrowed. For a mortgage
refinancing, the total amount the
consumer will borrow, as reflected by
the face amount of the note; and where
the amount borrowed includes
premiums or other charges for optional
credit insurance or debt-cancellation
coverage, that fact shall be stated,
grouped together with the disclosure of
the amount borrowed. The disclosure of
the amount borrowed shall be treated as
accurate if it is not more than $100
above or below the amount required to
be disclosed.

(d) Limitations. A mortgage
transaction subject to this section shall
not include the following terms:

(1)) Balloon payment. For a loan
with a term of less than five years, a
payment schedule with regular periodic
payments that when aggregated do not
fully amortize the outstanding principal
balance.
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(ii) Exception. The limitations in
paragraph (d)(1)(i) of this section do not
apply to loans with maturities of less
than one year, if the purpose of the loan
is a “bridge” loan connected with the
acquisition or construction of a dwelling
intended to become the consumer’s
principal dwelling.

(2) Negative amortization. A payment
schedule with regular periodic
payments that cause the principal
balance to increase.

(3) Advance payments. A payment
schedule that consolidates more than
two periodic payments and pays them
in advance from the proceeds.

(4) Increased interest rate. An
increase in the interest rate after default.
(5) Rebates. A refund calculated by a
method less favorable than the actuarial
method (as defined by section 933(d) of

the Housing and Community
Development Act of 1992, 15 U.S.C.
1615(d)), for rebates of interest arising
from a loan acceleration due to default.

(6) Prepayment penalties. Except as
allowed under paragraph (d)(7) of this
section, a penalty for paying all or part
of the principal before the date on
which the principal is due. A
prepayment penalty includes computing
a refund of unearned interest by a
method that is less favorable to the
consumer than the actuarial method, as
defined by section 933(d) of the Housing
and Community Development Act of
1992, 15 U.S.C. 1615(d).

(7) Prepayment penalty exception. A
mortgage transaction subject to this
section may provide for a prepayment
penalty (including a refund calculated
according to the rule of 78s) otherwise
permitted by law if, under the terms of
the loan:

(i) The penalty will not apply after the
two-year period following
consummation;

(ii) The penalty will not apply if the
source of the prepayment funds is a
refinancing by the creditor or an affiliate
of the creditor;

(iii) At consummation, the consumer’s
total monthly debt payments (including
amounts owed under the mortgage) do
not exceed 50 percent of the consumer’s
monthly gross income, as verified in
accordance with §1026.34(a)(4)(ii); and

(iv) The amount of the periodic
payment of principal or interest or both
may not change during the four-year
period following consummation.

(8) Due-on-demand clause. A demand
feature that permits the creditor to
terminate the loan in advance of the
original maturity date and to demand
repayment of the entire outstanding
balance, except in the following
circumstances:

(i) There is fraud or material
misrepresentation by the consumer in
connection with the loan;

(ii) The consumer fails to meet the
repayment terms of the agreement for
any outstanding balance; or

(iii) There is any action or inaction by
the consumer that adversely affects the
creditor’s security for the loan, or any
right of the creditor in such security.

§1026.33 Requirements for reverse
mortgages.

(a) Definition. For purposes of this
subpart, reverse mortgage transaction
means a nonrecourse consumer credit
obligation in which:

(1) A mortgage, deed of trust, or
equivalent consensual security interest
securing one or more advances is
created in the consumer’s principal
dwelling; and

(2) Any principal, interest, or shared
appreciation or equity is due and
payable (other than in the case of
default) only after:

(i) The consumer dies;

(ii) The dwelling is transferred; or

(iii) The consumer ceases to occupy
the dwelling as a principal dwelling.

(b) Content of disclosures. In addition
to other disclosures required by this
part, in a reverse mortgage transaction
the creditor shall provide the following
disclosures in a form substantially
similar to the model form found in
paragraph (d) of Appendix K of this
part:

(1) Notice. A statement that the
consumer is not obligated to complete
the reverse mortgage transaction merely
because the consumer has received the
disclosures required by this section or
has signed an application for a reverse
mortgage loan.

(2) Total annual loan cost rates. A
good-faith projection of the total cost of
the credit, determined in accordance
with paragraph (c) of this section and
expressed as a table of ““total annual
loan cost rates,” using that term, in
accordance with Appendix K of this
part.

(3) Itemization of pertinent
information. An itemization of loan
terms, charges, the age of the youngest
borrower and the appraised property
value.

(4) Explanation of table. An
explanation of the table of total annual
loan cost rates as provided in the model
form found in paragraph (d) of
Appendix K of this part.

(c) Projected total cost of credit. The
projected total cost of credit shall reflect
the following factors, as applicable:

(1) Costs to consumer. All costs and
charges to the consumer, including the
costs of any annuity the consumer

purchases as part of the reverse
mortgage transaction.

(2) Payments to consumer. All
advances to and for the benefit of the
consumer, including annuity payments
that the consumer will receive from an
annuity that the consumer purchases as
part of the reverse mortgage transaction.

(3) Additional creditor compensation.
Any shared appreciation or equity in the
dwelling that the creditor is entitled by
contract to receive.

(4) Limitations on consumer liability.
Any limitation on the consumer’s
liability (such as nonrecourse limits and
equity conservation agreements).

(5) Assumed annual appreciation
rates. Each of the following assumed
annual appreciation rates for the
dwelling:

(i) 0 percent.

(ii) 4 percent.

(iii) 8 percent.

(6) Assumed loan period. (i) Each of
the following assumed loan periods, as
provided in Appendix L of this part:

(A) Two years.

(B) The actuarial life expectancy of
the consumer to become obligated on
the reverse mortgage transaction (as of
that consumer’s most recent birthday).
In the case of multiple consumers, the
period shall be the actuarial life
expectancy of the youngest consumer
(as of that consumer’s most recent
birthday).

(C) The actuarial life expectancy
specified by paragraph (c)(6)(i)(B) of this
section, multiplied by a factor of 1.4 and
rounded to the nearest full year.

(ii) At the creditor’s option, the
actuarial life expectancy specified by
paragraph (c)(6)(i)(B) of this section,
multiplied by a factor of .5 and rounded
to the nearest full year.

§1026.34 Prohibited acts or practices in
connection with high-cost mortgages.

(a) Prohibited acts or practices for
high-cost mortgages. A creditor
extending mortgage credit subject to
§1026.32 shall not:

(1) Home improvement contracts. Pay
a contractor under a home improvement
contract from the proceeds of a mortgage
covered by § 1026.32, other than:

(i) By an instrument payable to the
consumer or jointly to the consumer and
the contractor; or

(ii) At the election of the consumer,
through a third-party escrow agent in
accordance with terms established in a
written agreement signed by the
consumer, the creditor, and the
contractor prior to the disbursement.

(2) Notice to assignee. Sell or
otherwise assign a mortgage subject to
§ 1026.32 without furnishing the
following statement to the purchaser or
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assignee: “Notice: This is a mortgage
subject to special rules under the
Federal Truth in Lending Act.
Purchasers or assignees of this mortgage
could be liable for all claims and
defenses with respect to the mortgage
that the borrower could assert against
the creditor.”

(3) Refinancings within one-year
period. Within one year of having
extended credit subject to § 1026.32,
refinance any loan subject to § 1026.32
to the same borrower into another loan
subject to § 1026.32, unless the
refinancing is in the borrower’s interest.
An assignee holding or servicing an
extension of mortgage credit subject to
§1026.32, shall not, for the remainder of
the one-year period following the date
of origination of the credit, refinance
any loan subject to § 1026.32 to the
same borrower into another loan subject
to § 1026.32, unless the refinancing is in
the borrower’s interest. A creditor (or
assignee) is prohibited from engaging in
acts or practices to evade this provision,
including a pattern or practice of
arranging for the refinancing of its own
loans by affiliated or unaffiliated
creditors, or modifying a loan agreement
(whether or not the existing loan is
satisfied and replaced by the new loan)
and charging a fee.

(4) Repayment ability. Extend credit
subject to § 1026.32 to a consumer based
on the value of the consumer’s collateral
without regard to the consumer’s
repayment ability as of consummation,
including the consumer’s current and
reasonably expected income,
employment, assets other than the
collateral, current obligations, and
mortgage-related obligations.

(i) Mortgage-re]ate(? obligations. For
purposes of this paragraph (a)(4),
mortgage-related obligations are
expected property taxes, premiums for
mortgage-related insurance required by
the creditor as set forth in
§1026.35(b)(3)(i), and similar expenses.

(ii) Verification of repayment ability.
Under this paragraph (a)(4) a creditor
must verify the consumer’s repayment
ability as follows:

(A) A creditor must verify amounts of
income or assets that it relies on to
determine repayment ability, including
expected income or assets, by the
consumer’s Internal Revenue Service
Form W-2, tax returns, payroll receipts,
financial institution records, or other
third-party documents that provide
reasonably reliable evidence of the
consumer’s income or assets.

(B) Notwithstanding paragraph
(a)(4)(ii)(A), a creditor has not violated
paragraph (a)(4)(ii) if the amounts of
income and assets that the creditor
relied upon in determining repayment

ability are not materially greater than
the amounts of the consumer’s income
or assets that the creditor could have
verified pursuant to paragraph
(a)(4)(ii)(A) at the time the loan was
consummated.

(C) A creditor must verify the
consumer’s current obligations.

(iii) Presumption of compliance. A
creditor is presumed to have complied
with this paragraph (a)(4) with respect
to a transaction if the creditor:

(A) Verifies the consumer’s repayment
ability as provided in paragraph
(a)(4)(ii);

(B) Determines the consumer’s
repayment ability using the largest
payment of principal and interest
scheduled in the first seven years
following consummation and taking
into account current obligations and
mortgage-related obligations as defined
in paragraph (a)(4)(i); and

(C) Assesses the consumer’s
repayment ability taking into account at
least one of the following: The ratio of
total debt obligations to income, or the
income the consumer will have after
paying debt obligations.

(iv) Exclusions from presumption of
compliance. Notwithstanding the
previous paragraph, no presumption of
compliance is available for a transaction
for which:

(A) The regular periodic payments for
the first seven years would cause the
principal balance to increase; or

(B) The term of the loan is less than
seven years and the regular periodic
payments when aggregated do not fully
amortize the outstanding principal
balance.

(v) Exemption. This paragraph (a)(4)
does not apply to temporary or “bridge”
loans with terms of twelve months or
less, such as a loan to purchase a new
dwelling where the consumer plans to
sell a current dwelling within twelve
months.

(b) Prohibited acts or practices for
dwelling-secured loans; open-end credit.
In connection with credit secured by the
consumer’s dwelling that does not meet
the definition in § 1026.2(a)(20), a
creditor shall not structure a home-
secured loan as an open-end plan to
evade the requirements of § 1026.32.

§1026.35 Prohibited acts or practices in
connection with higher-priced mortgage
loans.

(a) Higher-priced mortgage loans. (1)
For purposes of this section, except as
provided in paragraph (b)(3)(v) of this
section, a higher-priced mortgage loan is
a consumer credit transaction secured
by the consumer’s principal dwelling
with an annual percentage rate that
exceeds the average prime offer rate for

a comparable transaction as of the date
the interest rate is set by 1.5 or more
percentage points for loans secured by
a first lien on a dwelling, or by 3.5 or
more percentage points for loans
secured by a subordinate lien on a
dwelling.

(2) ““Average prime offer rate” means
an annual percentage rate that is derived
from average interest rates, points, and
other loan pricing terms currently
offered to consumers by a representative
sample of creditors for mortgage
transactions that have low-risk pricing
characteristics. The Bureau publishes
average prime offer rates for a broad
range of types of transactions in a table
updated at least weekly as well as the
methodology the Bureau uses to derive
these rates.

(3) Notwithstanding paragraph (a)(1)
of this section, the term “higher-priced
mortgage loan” does not include a
transaction to finance the initial
construction of a dwelling, a temporary
or “bridge” loan with a term of twelve
months or less, such as a loan to
purchase a new dwelling where the
consumer plans to sell a current
dwelling within twelve months, a
reverse-mortgage transaction subject to
§1026.33, or a home equity line of
credit subject to § 1026.40.

(b) Rules for higher-priced mortgage
loans. Higher-priced mortgage loans are
subject to the following restrictions:

(1) Repayment ability. A creditor shall
not extend credit based on the value of
the consumer’s collateral without regard
to the consumer’s repayment ability as
of consummation as provided in
§1026.34(a)(4).

(2) Prepayment penalties. A loan may
not include a penalty described by
§1026.32(d)(6) unless:

(i) The penalty is otherwise permitted
by law, including § 1026.32(d)(7) if the
loan is a mortgage transaction described
in §1026.32(a); and

(ii) Under the terms of the loan:

(A) The penalty will not apply after
the two-year period following
consummation;

(B) The penalty will not apply if the
source of the prepayment funds is a
refinancing by the creditor or an affiliate
of the creditor; and

(C) The amount of the periodic
payment of principal or interest or both
may not change during the four-year
period following consummation.

(3) Escrows. (i) Failure to escrow for
property taxes and insurance. Except as
provided in paragraph (b)(3)(ii) of this
section, a creditor may not extend a loan
secured by a first lien on a principal
dwelling unless an escrow account is
established before consummation for
payment of property taxes and
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premiums for mortgage-related
insurance required by the creditor, such
as insurance against loss of or damage
to property, or against liability arising
out of the ownership or use of the
property, or insurance protecting the
creditor against the consumer’s default
or other credit loss.

(ii) Exemptions for loans secured by
shares in a cooperative and for certain
condominium units. (A) Escrow
accounts need not be established for
loans secured by shares in a
cooperative; and

(B) Insurance premiums described in
paragraph (b)(3)(i) of this section need
not be included in escrow accounts for
loans secured by condominium units,
where the condominium association has
an obligation to the condominium unit
owners to maintain a master policy
insuring condominium units.

(iii) Cancellation. A creditor or
servicer may permit a consumer to
cancel the escrow account required in
paragraph (b)(3)(i) of this section only in
response to a consumer’s dated written
request to cancel the escrow account
that is received no earlier than 365 days
after consummation.

(iv) Definition of escrow account. For
purposes of this section, “escrow
account” shall have the same meaning
as in 12 CFR 1024.17(b) as amended.

(v) “Jumbo” loans. For purposes of
this § 1026.35(b)(3), for a transaction
with a principal obligation at
consummation that exceeds the limit in
effect as of the date the transaction’s
interest rate is set for the maximum
principal obligation eligible for
purchase by Freddie Mac, the coverage
threshold set forth in paragraph (a)(1) of
this section for loans secured by a first
lien on a dwelling shall be 2.5 or more
percentage points greater than the
applicable average prime offer rate.

(4) Evasion; open-end credit. In
connection with credit secured by a
consumer’s principal dwelling that does
not meet the definition of open-end
credit in §1026.2(a)(20), a creditor shall
not structure a home-secured loan as an
open-end plan to evade the
requirements of this section.

§1026.36 Prohibited acts or practices in
connection with credit secured by a
dwelling.

(a) Loan originator and mortgage
broker defined. (1) Loan originator. For
purposes of this section, the term ‘“loan
originator” means with respect to a
particular transaction, a person who for
compensation or other monetary gain, or
in expectation of compensation or other
monetary gain, arranges, negotiates, or
otherwise obtains an extension of
consumer credit for another person. The

term “loan originator” includes an
employee of the creditor if the employee
meets this definition. The term “loan
originator” includes the creditor only if
the creditor does not provide the funds
for the transaction at consummation out
of the creditor’s own resources,
including drawing on a bona fide
warehouse line of credit, or out of
deposits held by the creditor.

(2) Mortgage broker. For purposes of
this section, a mortgage broker with
respect to a particular transaction is any
loan originator that is not an employee
of the creditor.

(b) [Reserved]

(c) Servicing practices. (1) In
connection with a consumer credit
transaction secured by a consumer’s
principal dwelling, no servicer shall:

(i) Fail to credit a payment to the
consumer’s loan account as of the date
of receipt, except when a delay in
crediting does not result in any charge
to the consumer or in the reporting of
negative information to a consumer
reporting agency, or except as provided
in paragraph (c)(2) of this section;

(ii) Impose on the consumer any late
fee or delinquency charge in connection
with a payment, when the only
delinquency is attributable to late fees
or delinquency charges assessed on an
earlier payment, and the payment is
otherwise a full payment for the
applicable period and is paid on its due
date or within any applicable grace
period; or

(iii) Fail to provide, within a
reasonable time after receiving a request
from the consumer or any person acting
on behalf of the consumer, an accurate
statement of the total outstanding
balance that would be required to satisfy
the consumer’s obligation in full as of a
specified date.

(2) If a servicer specifies in writing
requirements for the consumer to follow
in making payments, but accepts a
payment that does not conform to the
requirements, the servicer shall credit
the payment as of 5 days after receipt.

(3) For purposes of this paragraph (c),
the terms “‘servicer” and “‘servicing”
have the same meanings as provided in
12 CFR 1024.2(b), as amended.

(d) Prohibited payments to loan
originators. (1) Payments based on
transaction terms or conditions. (i) In
connection with a consumer credit
transaction secured by a dwelling, no
loan originator shall receive and no
person shall pay to a loan originator,
directly or indirectly, compensation in
an amount that is based on any of the
transaction’s terms or conditions.

(ii) For purposes of this paragraph
(d)(1), the amount of credit extended is
not deemed to be a transaction term or

condition, provided compensation
received by or paid to a loan originator,
directly or indirectly, is based on a fixed
percentage of the amount of credit
extended; however, such compensation
may be subject to a minimum or
maximum dollar amount.

(iii) This paragraph (d)(1) shall not
apply to any transaction in which
paragraph (d)(2) of this section applies.

(2) Payments by persons other than
consumer. If any loan originator
receives compensation directly from a
consumer in a consumer credit
transaction secured by a dwelling:

(i) No loan originator shall receive
compensation, directly or indirectly,
from any person other than the
consumer in connection with the
transaction; and

(ii) No person who knows or has
reason to know of the consumer-paid
compensation to the loan originator
(other than the consumer) shall pay any
compensation to a loan originator,
directly or indirectly, in connection
with the transaction.

(3) Affiliates. For purposes of this
paragraph (d), affiliates shall be treated
as a single “person.”

(e) Prohibition on steering. (1)
General. In connection with a consumer
credit transaction secured by a dwelling,
a loan originator shall not direct or
“steer”” a consumer to consummate a
transaction based on the fact that the
originator will receive greater
compensation from the creditor in that
transaction than in other transactions
the originator offered or could have
offered to the consumer, unless the
consummated transaction is in the
consumer’s interest.

(2) Permissible transactions. A
transaction does not violate paragraph
(e)(1) of this section if the consumer is
presented with loan options that meet
the conditions in paragraph (e)(3) of this
section for each type of transaction in
which the consumer expressed an
interest. For purposes of paragraph (e) of
this section, the term “type of
transaction” refers to whether:

(i) A loan has an annual percentage
rate that cannot increase after
consummation;

(ii) A loan has an annual percentage
rate that may increase after
consummation; or

(iii) A loan is a reverse mortgage.

(3) Loan options presented. A
transaction satisfies paragraph (e)(2) of
this section only if the loan originator
presents the loan options required by
that paragraph and all of the following
conditions are met:

(i) The loan originator must obtain
loan options from a significant number
of the creditors with which the
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originator regularly does business and,
for each type of transaction in which the
consumer expressed an interest, must
present the consumer with loan options
that include:

(A) The loan with the lowest interest
rate;

(B) The loan with the lowest interest
rate without negative amortization, a
prepayment penalty, interest-only
payments, a balloon payment in the first
7 years of the life of the loan, a demand
feature, shared equity, or shared
appreciation; or, in the case of a reverse
mortgage, a loan without a prepayment
penalty, or shared equity or shared
appreciation; and

(C) The loan with the lowest total
dollar amount for origination points or
fees and discount points.

(ii) The loan originator must have a
good faith belief that the options
presented to the consumer pursuant to
paragraph (e)(3)(i) of this section are
loans for which the consumer likely
qualifies.

(iii) For each type of transaction, if the
originator presents to the consumer
more than three loans, the originator
must highlight the loans that satisfy the
criteria specified in paragraph (e)(3)(i) of
this section.

(4) Number of loan options presented.
The loan originator can present fewer
than three loans and satisfy paragraphs
(e)(2) and (e)(3)(i) of this section if the
loan(s) presented to the consumer
satisfy the criteria of the options in
paragraph (e)(3)(i) of this section and
the provisions of paragraph (e)(3) of this
section are otherwise met.

(f) This section does not apply to a
home-equity line of credit subject to
§1026.40. Section 1026.36(d) and (e) do
not apply to a loan that is secured by a
consumer’s interest in a timeshare plan
described in 11 U.S.C. 101(53D).

§§1026.37-1026.38 [Reserved]

§1026.39 Mortgage transfer disclosures.

(a) Scope. The disclosure
requirements of this section apply to
any covered person except as otherwise
provided in this section. For purposes of
this section:

(1) A “covered person’” means any
person, as defined in § 1026.2(a)(22),
that becomes the owner of an existing
mortgage loan by acquiring legal title to
the debt obligation, whether through a
purchase, assignment or other transfer,
and who acquires more than one
mortgage loan in any twelve-month
period. For purposes of this section, a
servicer of a mortgage loan shall not be
treated as the owner of the obligation if
the servicer holds title to the loan, or
title is assigned to the servicer, solely

for the administrative convenience of
the servicer in servicing the obligation.

(2) A “mortgage loan” means any
consumer credit transaction that is
secured by the principal dwelling of a
consumer.

(b) Disclosure required. Except as
provided in paragraph (c) of this
section, each covered person is subject
to the requirements of this section and
shall mail or deliver the disclosures
required by this section to the consumer
on or before the 30th calendar day
following the date of transfer.

(1) Form of disclosures. The
disclosures required by this section
shall be provided clearly and
conspicuously in writing, in a form that
the consumer may keep. The disclosures
required by this section may be
provided to the consumer in electronic
form, subject to compliance with the
consumer consent and other applicable
provisions of the Electronic Signatures
in Global and National Commerce Act
(E-Sign Act) (15 U.S.C. 7001 et seq.).

(2) The date of transfer. For purposes
of this section, the date of transfer to the
covered person may, at the covered
person’s option, be either the date of
acquisition recognized in the books and
records of the acquiring party, or the
date of transfer recognized in the books
and records of the transferring party.

(3) Multiple consumers. If more than
one consumer is liable on the obligation,
a covered person may mail or deliver
the disclosures to any consumer who is
primarily liable.

(4) Multiple transfers. If a mortgage
loan is acquired by a covered person
and subsequently sold, assigned, or
otherwise transferred to another covered
person, a single disclosure may be
provided on behalf of both covered
persons if the disclosure satisfies the
timing and content requirements
applicable to each covered person.

(5) Multiple covered persons. If an
acquisition involves multiple covered
persons who jointly acquire the loan, a
single disclosure must be provided on
behalf of all covered persons.

(c) Exceptions. Notwithstanding
paragraph (b) of this section, a covered
person is not subject to the requirements
of this section with respect to a
particular mortgage loan if:

(1) The covered person sells, or
otherwise transfers or assigns legal title
to the mortgage loan on or before the
30th calendar day following the date
that the covered person acquired the
mortgage loan which shall be the date
of transfer recognized for purposes of
paragraph (b)(2) of this section;

(2) The mortgage loan is transferred to
the covered person in connection with
a repurchase agreement that obligates

the transferor to repurchase the loan.
However, if the transferor does not
repurchase the loan, the covered person
must provide the disclosures required
by this section within 30 days after the
date that the transaction is recognized as
an acquisition on its books and records;
or

(3) The covered person acquires only
a partial interest in the loan and the
party authorized to receive the
consumer’s notice of the right to rescind
and resolve issues concerning the
consumer’s payments on the loan does
not change as a result of the transfer of
the partial interest.

(d) Content of required disclosures.
The disclosures required by this section
shall identify the loan that was sold,
assigned or otherwise transferred, and
state the following:

(1) The name, address, and telephone
number of the covered person.

(i) If a single disclosure is provided on
behalf of more than one covered person,
the information required by this
paragraph shall be provided for each of
them unless paragraph (d)(1)(ii) of this
section applies.

(ii) If a single disclosure is provided
on behalf of more than one covered
person and one of them has been
authorized in accordance with
paragraph (d)(3) of this section to
receive the consumer’s notice of the
right to rescind and resolve issues
concerning the consumer’s payments on
the loan, the information required by
paragraph (d)(1) of this section may be
provided only for that covered person.

(2) The date of transfer.

(3) The name, address and telephone
number of an agent or party authorized
to receive notice of the right to rescind
and resolve issues concerning the
consumer’s payments on the loan.
However, no information is required to
be provided under this paragraph if the
consumer can use the information
provided under paragraph (d)(1) of this
section for these purposes.

(4) Where transfer of ownership of the
debt to the covered person is or may be
recorded in public records, or,
alternatively, that the transfer of
ownership has not been recorded in
public records at the time the disclosure
is provided.

(e) Optional disclosures. In addition
to the information required to be
disclosed under paragraph (d) of this
section, a covered person may, at its
option, provide any other information
regarding the transaction.

§1026.40 Requirements for home equity
plans.

The requirements of this section
apply to open-end credit plans secured
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by the consumer’s dwelling. For
purposes of this section, an annual
percentage rate is the annual percentage
rate corresponding to the periodic rate
as determined under § 1026.14(b).

(a) Form of disclosures. (1) General.
The disclosures required by paragraph
(d) of this section shall be made clearly
and conspicuously and shall be grouped
together and segregated from all
unrelated information. The disclosures
may be provided on the application
form or on a separate form. The
disclosure described in paragraph
(d)(4)(iii), the itemization of third-party
fees described in paragraph (d)(8), and
the variable-rate information described
in paragraph (d)(12) of this section may
be provided separately from the other
required disclosures.

(2) Precedence of certain disclosures.
The disclosures described in paragraph
(d)(1) through (4)(ii) of this section shall
precede the other required disclosures.

(3) For an application that is accessed
by the consumer in electronic form, the
disclosures required under this section
may be provided to the consumer in
electronic form on or with the
application.

(b) Time of disclosures. The
disclosures and brochure required by
paragraphs (d) and (e) of this section
shall be provided at the time an
application is provided to the consumer.
The disclosures and the brochure may
be delivered or placed in the mail not
later than three business days following
receipt of a consumer’s application in
the case of applications contained in
magazines or other publications, or
when the application is received by
telephone or through an intermediary
agent or broker.

(c) Duties of third parties. Persons
other than the creditor who provide
applications to consumers for home
equity plans must provide the brochure
required under paragraph (e) of this
section at the time an application is
provided. If such persons have the
disclosures required under paragraph
(d) of this section for a creditor’s home
equity plan, they also shall provide the
disclosures at such time. The
disclosures and the brochure may be
delivered or placed in the mail not later
than three business days following
receipt of a consumer’s application in
the case of applications contained in
magazines or other publications, or
when the application is received by
telephone or through an intermediary
agent or broker.

(d) Content of disclosures. The
creditor shall provide the following
disclosures, as applicable:

(1) Retention of information. A
statement that the consumer should

make or otherwise retain a copy of the
disclosures.

(2) Conditions for disclosed terms. (i)
A statement of the time by which the
consumer must submit an application to
obtain specific terms disclosed and an
identification of any disclosed term that
is subject to change prior to opening the
plan.

(ii) A statement that, if a disclosed
term changes (other than a change due
to fluctuations in the index in a
variable-rate plan) prior to opening the
plan and the consumer therefore elects
not to open the plan, the consumer may
receive a refund of all fees paid in
connection with the application.

(3) Security interest and risk to home.
A statement that the creditor will
acquire a security interest in the
consumer’s dwelling and that loss of the
dwelling may occur in the event of
default.

(4) Possible actions by creditor. (i) A
statement that, under certain conditions,
the creditor may terminate the plan and
require payment of the outstanding
balance in full in a single payment and
impose fees upon termination; prohibit
additional extensions of credit or reduce
the credit limit; and, as specified in the
initial agreement, implement certain
changes in the plan.

(ii) A statement that the consumer
may receive, upon request, information
about the conditions under which such
actions may occur.

(iii) In lieu of the disclosure required
under paragraph (d)(4)(ii) of this
section, a statement of such conditions.

(5) Payment terms. The payment
terms of the plan. If different payment
terms may apply to the draw and any
repayment period, or if different
payment terms may apply within either
period, the disclosures shall reflect the
different payment terms. The payment
terms of the plan include:

(i) The length of the draw period and
any repayment period.

(ii) An explanation of how the
minimum periodic payment will be
determined and the timing of the
payments. If paying only the minimum
periodic payments may not repay any of
the principal or may repay less than the
outstanding balance, a statement of this
fact, as well as a statement that a
balloon payment may result. A balloon
payment results if paying the minimum
periodic payments does not fully
amortize the outstanding balance by a
specified date or time, and the
consumer must repay the entire
outstanding balance at such time.

(iii) An example, based on a $10,000
outstanding balance and a recent annual
percentage rate, showing the minimum
periodic payment, any balloon payment,

and the time it would take to repay the
$10,000 outstanding balance if the
consumer made only those payments
and obtained no additional extensions
of credit. For fixed-rate plans, a recent
annual percentage rate is a rate that has
been in effect under the plan within the
twelve months preceding the date the
disclosures are provided to the
consumer. For variable-rate plans, a
recent annual percentage rate is the
most recent rate provided in the
historical example described in
paragraph (d)(12)(xi) of this section or a
rate that has been in effect under the
plan since the date of the most recent
rate in the table.

(6) Annual percentage rate. For fixed-
rate plans, a recent annual percentage
rate imposed under the plan and a
statement that the rate does not include
costs other than interest. A recent
annual percentage rate is a rate that has
been in effect under the plan within the
twelve months preceding the date the
disclosures are provided to the
consumer.

(7) Fees imposed by creditor. An
itemization of any fees imposed by the
creditor to open, use, or maintain the
plan, stated as a dollar amount or
percentage, and when such fees are
payable.

(8) Fees imposed by third parties to
open a plan. A good faith estimate,
stated as a single dollar amount or
range, of any fees that may be imposed
by persons other than the creditor to
open the plan, as well as a statement
that the consumer may receive, upon
request, a good faith itemization of such
fees. In lieu of the statement, the
itemization of such fees may be
provided.

(9) Negative amortization. A
statement that negative amortization
may occur and that negative
amortization increases the principal
balance and reduces the consumer’s
equity in the dwelling.

(10) Transaction requirements. Any
limitations on the number of extensions
of credit and the amount of credit that
may be obtained during any time
period, as well as any minimum
outstanding balance and minimum draw
requirements, stated as dollar amounts
or percentages.

(11) Tax implications. A statement
that the consumer should consult a tax
advisor regarding the deductibility of
interest and charges under the plan.

(12) Disclosures for variable-rate
plans. For a plan in which the annual
percentage rate is variable, the following
disclosures, as applicable:

(i) The fact that the annual percentage
rate, payment, or term may change due
to the variable-rate feature.
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(ii) A statement that the annual
percentage rate does not include costs
other than interest.

(iii) The index used in making rate
adjustments and a source of information
about the index.

(iv) An explanation of how the annual
percentage rate will be determined,
including an explanation of how the
index is adjusted, such as by the
addition of a margin.

(v) A statement that the consumer
should ask about the current index
value, margin, discount or premium,
and annual percentage rate.

(vi) A statement that the initial annual
percentage rate is not based on the
index and margin used to make later
rate adjustments, and the period of time
such initial rate will be in effect.

(vii) The frequency of changes in the
annual percentage rate.

(viii) Any rules relating to changes in
the index value and the annual
percentage rate and resulting changes in
the payment amount, including, for
example, an explanation of payment
limitations and rate carryover.

(ix) A statement of any annual or
more frequent periodic limitations on
changes in the annual percentage rate
(or a statement that no annual limitation
exists), as well as a statement of the
maximum annual percentage rate that
may be imposed under each payment
option.

(x) The minimum periodic payment
required when the maximum annual
percentage rate for each payment option
is in effect for a $10,000 outstanding
balance, and a statement of the earliest
date or time the maximum rate may be
imposed.

(xi) An historical example, based on
a $10,000 extension of credit,
illustrating how annual percentage rates
and payments would have been affected
by index value changes implemented
according to the terms of the plan. The
historical example shall be based on the
most recent 15 years of index values
(selected for the same time period each
year) and shall reflect all significant
plan terms, such as negative
amortization, rate carryover, rate
discounts, and rate and payment
limitations, that would have been
affected by the index movement during
the period.

(xii) A statement that rate information
will be provided on or with each
periodic statement.

(e) Brochure. The home equity
brochure entitled “What You Should
Know About Home Equity Lines of
Credit” or a suitable substitute shall be
provided.

(f) Limitations on home equity plans.
No creditor may, by contract or
otherwise:

(1) Change the annual percentage rate
unless:

(i) Such change is based on an index
that is not under the creditor’s control;
and

(i1) Such index is available to the
general public.

(2) Terminate a plan and demand
repayment of the entire outstanding
balance in advance of the original term
(except for reverse mortgage
transactions that are subject to
paragraph (f)(4) of this section) unless:

(i) There is fraud or material
misrepresentation by the consumer in
connection with the plan;

(ii) The consumer fails to meet the
repayment terms of the agreement for
any outstanding balance;

(iii) Any action or inaction by the
consumer adversely affects the
creditor’s security for the plan, or any
right of the creditor in such security; or

(iv) Federal law dealing with credit
extended by a depository institution to
its executive officers specifically
requires that as a condition of the plan
the credit shall become due and payable
on demand, provided that the creditor
includes such a provision in the initial
agreement.

(3) Change any term, except that a
creditor may:

(i) Provide in the initial agreement
that it may prohibit additional
extensions of credit or reduce the credit
limit during any period in which the
maximum annual percentage rate is
reached. A creditor also may provide in
the initial agreement that specified
changes will occur if a specified event
takes place (for example, that the annual
percentage rate will increase a specified
amount if the consumer leaves the
creditor’s employment).

(ii) Change the index and margin used
under the plan if the original index is
no longer available, the new index has
an historical movement substantially
similar to that of the original index, and
the new index and margin would have
resulted in an annual percentage rate
substantially similar to the rate in effect
at the time the original index became
unavailable.

(iii) Make a specified change if the
consumer specifically agrees to it in
writing at that time.

(iv) Make a change that will
unequivocally benefit the consumer
throughout the remainder of the plan.

(v) Make an insignificant change to
terms.

(vi) Prohibit additional extensions of
credit or reduce the credit limit

applicable to an agreement during any
eriod in which:

(A) The value of the dwelling that
secures the plan declines significantly
below the dwelling’s appraised value for
purposes of the plan;

(B) The creditor reasonably believes
that the consumer will be unable to
fulfill the repayment obligations under
the plan because of a material change in
the consumer’s financial circumstances;

(C) The consumer is in default of any
material obligation under the agreement;

(D) The creditor is precluded by
government action from imposing the
annual percentage rate provided for in
the agreement;

(E) The priority of the creditor’s
security interest is adversely affected by
government action to the extent that the
value of the security interest is less than
120 percent of the credit line; or

(F) The creditor is notified by its
regulatory agency that continued
advances constitute an unsafe and
unsound practice.

(4) For reverse mortgage transactions
that are subject to § 1026.33, terminate
a plan and demand repayment of the
entire outstanding balance in advance of
the original term except:

(i) In the case of default;

(ii) If the consumer transfers title to
the property securing the note;

(i1i) If the consumer ceases using the
property securing the note as the
primary dwelling; or

(iv) Upon the consumer’s death.

(g) Refund of fees. A creditor shall
refund all fees paid by the consumer to
anyone in connection with an
application if any term required to be
disclosed under paragraph (d) of this
section changes (other than a change
due to fluctuations in the index in a
variable-rate plan) before the plan is
opened and, as a result, the consumer
elects not to open the plan.

(h) Imposition of nonrefundable fees.
Neither a creditor nor any other person
may impose a nonrefundable fee in
connection with an application until
three business days after the consumer
receives the disclosures and brochure
required under this section. If the
disclosures and brochure are mailed to
the consumer, the consumer is
considered to have received them three
business days after they are mailed.

§1026.41 [Reserved]

§1026.42 Valuation independence.

(a) Scope. This section applies to any
consumer credit transaction secured by
the consumer’s principal dwelling.

(b) Definitions. For purposes of this
section:

(1) “Covered person” means a creditor
with respect to a covered transaction or
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a person that provides “settlement
services,” as defined in 12 U.S.C.
2602(3) and implementing regulations,
in connection with a covered
transaction.

(2) “Covered transaction” means an
extension of consumer credit that is or
will be secured by the consumer’s
principal dwelling, as defined in
§1026.2(a)(19).

(3) “Valuation” means an estimate of
the value of the consumer’s principal
dwelling in written or electronic form,
other than one produced solely by an
automated model or system.

(4) “Valuation management
functions” means:

(i) Recruiting, selecting, or retaining a
person to prepare a valuation;

(ii) Contracting with or employing a
person to prepare a valuation;

(iii) Managing or overseeing the
process of preparing a valuation,
including by providing administrative
services such as receiving orders for and
receiving a valuation, submitting a
completed valuation to creditors and
underwriters, collecting fees from
creditors and underwriters for services
provided in connection with a
valuation, and compensating a person
that prepares valuations; or

(iv) Reviewing or verifying the work
of a person that prepares valuations.

(c) Valuation of consumer’s principal
dwelling. (1) Coercion. In connection
with a covered transaction, no covered
person shall or shall attempt to directly
or indirectly cause the value assigned to
the consumer’s principal dwelling to be
based on any factor other than the
independent judgment of a person that
prepares valuations, through coercion,
extortion, inducement, bribery, or
intimidation of, compensation or
instruction to, or collusion with a
person that prepares valuations or
performs valuation management
functions.

(i) Examples of actions that violate
paragraph (c)(1) include:

(A) Seeking to influence a person that
prepares a valuation to report a
minimum or maximum value for the
consumer’s principal dwelling;

(B) Withholding or threatening to
withhold timely payment to a person
that prepares a valuation or performs
valuation management functions
because the person does not value the
consumer’s principal dwelling at or
above a certain amount;

(C) Implying to a person that prepares
valuations that current or future
retention of the person depends on the
amount at which the person estimates
the value of the consumer’s principal
dwelling;

(D) Excluding a person that prepares
a valuation from consideration for
future engagement because the person
reports a value for the consumer’s
principal dwelling that does not meet or
exceed a predetermined threshold; and

(E) Conditioning the compensation
paid to a person that prepares a
valuation on consummation of the
covered transaction.

(2) Mischaracterization of value. (i)
Misrepresentation. In connection with a
covered transaction, no person that
prepares valuations shall materially
misrepresent the value of the
consumer’s principal dwelling in a
valuation. A misrepresentation is
material for purposes of this paragraph
(c)(2)@) if it is likely to significantly
affect the value assigned to the
consumer’s principal dwelling. A bona
fide error shall not be a
misrepresentation.

(ii) Falsification or alteration. In
connection with a covered transaction,
no covered person shall falsify and no
covered person other than a person that
prepares valuations shall materially
alter a valuation. An alteration is
material for purposes of this paragraph
(c)(2)(ii) if it is likely to significantly
affect the value assigned to the
consumer’s principal dwelling.

(iii) Inducement of
mischaracterization. In connection with
a covered transaction, no covered
person shall induce a person to violate
paragraph (c)(2)(i) or (ii) of this section.

(3) Permitted actions. Examples of
actions that do not violate paragraph
(c)(1) or (c)(2) include:

(i) Asking a person that prepares a
valuation to consider additional,
appropriate property information,
including information about comparable
properties, to make or support a
valuation;

(ii) Requesting that a person that
prepares a valuation provide further
detail, substantiation, or explanation for
the person’s conclusion about the value
of the consumer’s principal dwelling;

(iii) Asking a person that prepares a
valuation to correct errors in the
valuation;

(iv) Obtaining multiple valuations for
the consumer’s principal dwelling to
select the most reliable valuation;

(v) Withholding compensation due to
breach of contract or substandard
performance of services; and

(vi) Taking action permitted or
required by applicable Federal or state
statute, regulation, or agency guidance.

(d) Prohibition on conflicts of interest.
(1)) In general. No person preparing a
valuation or performing valuation
management functions for a covered
transaction may have a direct or indirect

interest, financial or otherwise, in the
property or transaction for which the
valuation is or will be performed.

(ii) Employees and affiliates of
creditors; providers of multiple
settlement services. In any covered
transaction, no person violates
paragraph (d)(1)(i) of this section based
solely on the fact that the person:

(A) Is an employee or affiliate of the
creditor; or

(B) Provides a settlement service in
addition to preparing valuations or
performing valuation management
functions, or based solely on the fact
that the person’s affiliate performs
another settlement service.

(2) Employees and affiliates of
creditors with assets of more than $250
million for both of the past two calendar
years. For any covered transaction in
which the creditor had assets of more
than $250 million as of December 31st
for both of the past two calendar years,
a person subject to paragraph (d)(1)(i) of
this section who is employed by or
affiliated with the creditor does not
have a conflict of interest in violation of
paragraph (d)(1)(i) of this section based
on the person’s employment or affiliate
relationship with the creditor if:

(i) The compensation of the person
preparing a valuation or performing
valuation management functions is not
based on the value arrived at in any
valuation;

(ii) The person preparing a valuation
or performing valuation management
functions reports to a person who is not
part of the creditor’s loan production
function, as defined in paragraph
(d)(5)(i) of this section, and whose
compensation is not based on the
closing of the transaction to which the
valuation relates; and

(iii) No employee, officer or director
in the creditor’s loan production
function, as defined in paragraph
(d)(5)() of this section, is directly or
indirectly involved in selecting,
retaining, recommending or influencing
the selection of the person to prepare a
valuation or perform valuation
management functions, or to be
included in or excluded from a list of
approved persons who prepare
valuations or perform valuation
management functions.

(3) Employees and affiliates of
creditors with assets of $250 million or
less for either of the past two calendar
years. For any covered transaction in
which the creditor had assets of $250
million or less as of December 31st for
either of the past two calendar years, a
person subject to paragraph (d)(1)(i) of
this section who is employed by or
affiliated with the creditor does not
have a conflict of interest in violation of
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paragraph (d)(1)(i) of this section based
on the person’s employment or affiliate
relationship with the creditor if:

(i) The compensation of the person
preparing a valuation or performing
valuation management functions is not
based on the value arrived at in any
valuation; and

(ii) The creditor requires that any
employee, officer or director of the
creditor who orders, performs, or
reviews a valuation for a covered
transaction abstain from participating in
any decision to approve, not approve, or
set the terms of that transaction.

(4) Providers of multiple settlement
services. For any covered transaction, a
person who prepares a valuation or
performs valuation management
functions in addition to performing
another settlement service for the
transaction, or whose affiliate performs
another settlement service for the
transaction, does not have a conflict of
interest in violation of paragraph
(d)(1)(i) of this section as a result of the
person or the person’s affiliate
performing another settlement service
for the transaction if:

(i) The creditor had assets of more
than $250 million as of December 31st
for both of the past two calendar years
and the conditions in paragraph
(d)(2)(i)-(iii) are met; or

(ii) The creditor had assets of $250
million or less as of December 31st for
either of the past two calendar years and
the conditions in paragraph (d)(3)(i)-(ii)
are met.

(5) Definitions. For purposes of this
paragraph (d), the following definitions
apply: _ ‘

(i) Loan production function. The
term “loan production function” means
an employee, officer, director,
department, division, or other unit of a
creditor with responsibility for
generating covered transactions,
approving covered transactions, or both.

(ii) Settlement service. The term
“settlement service’ has the same
meaning as in the Real Estate Settlement
Procedures Act, 12 U.S.C. 2601 et seq.

(iii) Affiliate. The term “‘affiliate” has
the same meaning as in Regulation Y of
the Board of Governors of the Federal
Reserve System, 12 CFR 225.2(a).

(e) When extension of credit
prohibited. In connection with a
covered transaction, a creditor that
knows, at or before consummation, of a
violation of paragraph (c) or (d) of this
section in connection with a valuation
shall not extend credit based on the
valuation, unless the creditor
documents that it has acted with
reasonable diligence to determine that
the valuation does not materially
misstate or misrepresent the value of the

consumer’s principal dwelling. For
purposes of this paragraph (e), a
valuation materially misstates or
misrepresents the value of the
consumer’s principal dwelling if the
valuation contains a misstatement or
misrepresentation that affects the credit
decision or the terms on which credit is
extended.

(f) Customary and reasonable
compensation. (1) Requirement to
provide customary and reasonable
compensation to fee appraisers. In any
covered transaction, the creditor and its
agents shall compensate a fee appraiser
for performing appraisal services at a
rate that is customary and reasonable for
comparable appraisal services
performed in the geographic market of
the property being appraised. For
purposes of paragraph (f) of this section,
“agents” of the creditor do not include
any fee appraiser as defined in
paragraph (f)(4)(i) of this section.

(2) Presumption of compliance. A
creditor and its agents shall be
presumed to comply with paragraph
()(1) of this section if:

(i) The creditor or its agents
compensate the fee appraiser in an
amount that is reasonably related to
recent rates paid for comparable
appraisal services performed in the
geographic market of the property being
appraised. In determining this amount,
a creditor or its agents shall review the
factors below and make any adjustments
to recent rates paid in the relevant
geographic market necessary to ensure
that the amount of compensation is
reasonable:

(A) The type of property,

(B) The scope of work,

(C) The time in which the appraisal
services are required to be performed,

(D) Fee appraiser qualifications,

(E) Fee appraiser experience and
professional record, and

(F) Fee appraiser work quality; and

(ii) The creditor and its agents do not
engage in any anticompetitive acts in
violation of state or Federal law that
affect the compensation paid to fee
appraisers, including:

(A) Entering into any contracts or
engaging in any conspiracies to restrain
trade through methods such as price
fixing or market allocation, as
prohibited under section 1 of the
Sherman Antitrust Act, 15 U.S.C. 1, or
any other relevant antitrust laws; or

(B) Engaging in any acts of
monopolization such as restricting any
person from entering the relevant
geographic market or causing any
person to leave the relevant geographic
market, as prohibited under section 2 of
the Sherman Antitrust Act, 15 U.S.C. 2,
or any other relevant antitrust laws.

(3) Alternative presumption of
compliance. A creditor and its agents
shall be presumed to comply with
paragraph (£)(1) of this section if the
creditor or its agents determine the
amount of compensation paid to the fee
appraiser by relying on information
about rates that:

(i) Is based on objective third-party
information, including fee schedules,
studies, and surveys prepared by
independent third parties such as
government agencies, academic
institutions, and private research firms;

(ii) Is based on recent rates paid to a
representative sample of providers of
appraisal services in the geographic
market of the property being appraised
or the fee schedules of those providers;
and

(iii) In the case of information based
on fee schedules, studies, and surveys,
such fee schedules, studies, or surveys,
or the information derived therefrom,
excludes compensation paid to fee
appraisers for appraisals ordered by
appraisal management companies, as
defined in paragraph (f)(4)(iii) of this
section.

(4) Definitions. For purposes of this
paragraph (f), the following definitions
apply:

(i) Fee appraiser. The term ““fee
appraiser’ means:

(A) A natural person who is a state-
licensed or state-certified appraiser and
receives a fee for performing an
appraisal, but who is not an employee
of the person engaging the appraiser; or

(B) An organization that, in the
ordinary course of business, employs
state-licensed or state-certified
appraisers to perform appraisals,
receives a fee for performing appraisals,
and is not subject to the requirements of
section 1124 of the Financial
Institutions Reform, Recovery, and
Enforcement Act of 1989 (12 U.S.C.
3353).

(ii) Appraisal services. The term
“appraisal services” means the services
required to perform an appraisal,
including defining the scope of work,
inspecting the property, reviewing
necessary and appropriate public and
private data sources (for example,
multiple listing services, tax assessment
records and public land records),
developing and rendering an opinion of
value, and preparing and submitting the
appraisal report.

(iii) Appraisal management company.
The term “appraisal management
company’’ means any person authorized
to perform one or more of the following
actions on behalf of the creditor:

(A) Recruit, select, and retain fee
appraisers;



Federal Register/Vol. 76,

No. 246/ Thursday, December 22, 2011/Rules and Regulations

79817

(B) Contract with fee appraisers to
perform appraisal services;

(C) Manage the process of having an
appraisal performed, including
providing administrative services such
as receiving appraisal orders and
appraisal reports, submitting completed
appraisal reports to creditors and
underwriters, collecting fees from
creditors and underwriters for services
provided, and compensating fee
appraisers for services performed; or

(D) Review and verify the work of fee
appraisers.

(g) Mandatory reporting. (1) Reporting
required. Any covered person that
reasonably believes an appraiser has not
complied with the Uniform Standards of
Professional Appraisal Practice or
ethical or professional requirements for
appraisers under applicable state or
Federal statutes or regulations shall
refer the matter to the appropriate state
agency if the failure to comply is
material. For purposes of this paragraph
(g)(1), a failure to comply is material if
it is likely to significantly affect the
value assigned to the consumer’s
principal dwelling.

(2) Timing of reporting. A covered
person shall notify the appropriate state
agency within a reasonable period of
time after the person determines that
there is a reasonable basis to believe that
a failure to comply required to be
reported under paragraph (g)(1) of this
section has occurred.

(3) Definition. For purposes of this
paragraph (g), “‘state agency’”” means
“state appraiser certifying and licensing
agency” under 12 U.S.C. 3350(1) and
any implementing regulations. The
appropriate state agency to which a
covered person must refer a matter
under paragraph (g)(1) of this section is
the agency for the state in which the
consumer’s principal dwelling is
located.

§§1026.43-1026.45 [Reserved)]

Subpart F—Special Rules for Private
Education Loans

§1026.46 Special disclosure requirements
for private education loans.

(a) Coverage. The requirements of this
subpart apply to private education loans
as defined in §1026.46(b)(5). A creditor
may, at its option, comply with the
requirements of this subpart for an
extension of credit subject to §§1026.17
and 1026.18 that is extended to a
consumer for expenses incurred after
graduation from a law, medical, dental,
veterinary, or other graduate school and
related to relocation, study for a bar or
other examination, participation in an
internship or residency program, or
similar purposes.

(1) Relation to other subparts in this
part. Except as otherwise specifically
provided, the requirements and
limitations of this subpart are in
addition to and not in lieu of those
contained in other subparts of this Part.

(2) [Reserved]

(b) Definitions. For purposes of this
subpart, the following definitions apply:
(1) Covered educational institution

means:

(i) An educational institution that
meets the definition of an institution of
higher education, as defined in
paragraph (b)(2) of this section, without
regard to the institution’s accreditation
status; and

(ii) Includes an agent, officer, or
employee of the institution of higher
education. An agent means an
institution-affiliated organization as
defined by section 151 of the Higher
Education Act of 1965 (20 U.S.C. 1019)
or an officer or employee of an
institution-affiliated organization.

(2) Institution of higher education has
the same meaning as in sections 101 and
102 of the Higher Education Act of 1965
(20 U.S.C. 1001-1002) and the
implementing regulations published by
the U.S. Department of Education.

(3) Postsecondary educational
expenses means any of the expenses
that are listed as part of the cost of
attendance, as defined under section
472 of the Higher Education Act of 1965
(20 U.S.C. 108711), of a student at a
covered educational institution. These
expenses include tuition and fees,
books, supplies, miscellaneous personal
expenses, room and board, and an
allowance for any loan fee, origination
fee, or insurance premium charged to a
student or parent for a loan incurred to
cover the cost of the student’s
attendance.

(4) Preferred lender arrangement has
the same meaning as in section 151 of
the Higher Education Act of 1965 (20
U.S.C. 1019).

(5) Private education loan means an
extension of credit that:

(i) Is not made, insured, or guaranteed
under Title IV of the Higher Education
Act of 1965 (20 U.S.C. 1070 et seq.);

(ii) Is extended to a consumer
expressly, in whole or in part, for
postsecondary educational expenses,
regardless of whether the loan is
provided by the educational institution
that the student attends;

(iii) Does not include open-end credit
or any loan that is secured by real
property or a dwelling; and

(iv) Does not include an extension of
credit in which the covered educational
institution is the creditor if:

(A) The term of the extension of credit
is 90 days or less; or

(B) an interest rate will not be applied
to the credit balance and the term of the
extension of credit is one year or less,
even if the credit is payable in more
than four installments.

(c) Form of disclosures. (1) Clear and
conspicuous. The disclosures required
by this subpart shall be made clearly
and conspicuously.

(2) Transaction disclosures. (i) The
disclosures required under
§§1026.47(b) and (c) shall be made in
writing, in a form that the consumer
may keep. The disclosures shall be
grouped together, shall be segregated
from everything else, and shall not
contain any information not directly
related to the disclosures required under
§§1026.47(b) and (c), which include the
disclosures required under § 1026.18.

(ii) The disclosures may include an
acknowledgement of receipt, the date of
the transaction, and the consumer’s
name, address, and account number.
The following disclosures may be made
together with or separately from other
required disclosures: the creditor’s
identity under § 1026.18(a), insurance or
debt cancellation under § 1026.18(n),
and certain security interest charges
under § 1026.18(0).

(iii) The term “finance charge” and
corresponding amount, when required
to be disclosed under § 1026.18(d), and
the interest rate required to be disclosed
under §§1026.47(b)(1)(i) and (c)(1),
shall be more conspicuous than any
other disclosure, except the creditor’s
identity under § 1026.18(a).

(3) Electronic disclosures. The
disclosures required under
§§1026.47(b) and (c) may be provided
to the consumer in electronic form,
subject to compliance with the
consumer consent and other applicable
provisions of the Electronic Signatures
in Global and National Commerce Act
(E-Sign Act) (15 U.S.C. 7001 et seq.).
The disclosures required by § 1026.47(a)
may be provided to the consumer in
electronic form on or with an
application or solicitation that is
accessed by the consumer in electronic
form without regard to the consumer
consent or other provisions of the E-
Sign Act. The form required to be
received under § 1026.48(e) may be
accepted by the creditor in electronic
form as provided for in that section.

(d) Timing of disclosures. (1)
Application or solicitation disclosures.
(i) The disclosures required by
§1026.47(a) shall be provided on or
with any application or solicitation. For
purposes of this subpart, the term
solicitation means an offer of credit that
does not require the consumer to
complete an application. A “firm offer
of credit” as defined in section 603(1) of
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the Fair Credit Reporting Act (15 U.S.C.
1681a(l)) is a solicitation for purposes of
this section.

(ii) The creditor may, at its option,
disclose orally the information in
§1026.47(a) in a telephone application
or solicitation. Alternatively, if the
creditor does not disclose orally the
information in § 1026.47(a), the creditor
must provide the disclosures or place
them in the mail no later than three
business days after the consumer has
applied for the credit, except that, if the
creditor either denies the consumer’s
application or provides or places in the
mail the disclosures in § 1026.47(b) no
later than three business days after the
consumer requests the credit, the
creditor need not also provide the
§1026.47(a) disclosures.

(iii) Notwithstanding paragraph
(d)(1)(i) of this section, for a loan that
the consumer may use for multiple
purposes including, but not limited to,
postsecondary educational expenses,
the creditor need not provide the
disclosures required by § 1026.47(a).

(2) Approval disclosures. The creditor
shall provide the disclosures required
by § 1026.47(b) before consummation on
or with any notice of approval provided
to the consumer. If the creditor mails
notice of approval, the disclosures must
be mailed with the notice. If the creditor
communicates notice of approval by
telephone, the creditor must mail the
disclosures within three business days
of providing the notice of approval. If
the creditor communicates notice of
approval electronically, the creditor
may provide the disclosures in
electronic form in accordance with
§1026.46(d)(3); otherwise the creditor
must mail the disclosures within three
business days of communicating the
notice of approval. If the creditor
communicates approval in person, the
creditor must provide the disclosures to
the consumer at that time.

(3) Final disclosures. The disclosures
required by § 1026.47(c) shall be
provided after the consumer accepts the
loan in accordance with § 1026.48(c)(1).

(4) Receipt of mailed disclosures. If
the disclosures under paragraphs (d)(1),
(d)(2) or (d)(3) of this section are mailed
to the consumer, the consumer is
considered to have received them three
business days after they are mailed.

(e) Basis of disclosures and use of
estimates. (1) Legal obligation.
Disclosures shall reflect the terms of the
legal obligation between the parties.

(2) Estimates. If any information
necessary for an accurate disclosure is
unknown to the creditor, the creditor
shall make the disclosure based on the
best information reasonably available at
the time the disclosure is provided, and

shall state clearly that the disclosure is
an estimate.

(f) Multiple creditors; multiple
consumers. If a transaction involves
more than one creditor, only one set of
disclosures shall be given and the
creditors shall agree among themselves
which creditor will comply with the
requirements that this part imposes on
any or all of them. If there is more than
one consumer, the disclosures may be
made to any consumer who is primarily
liable on the obligation.

(g) Effect of subsequent events. (1)
Approval disclosures. If a disclosure
under § 1026.47(b) becomes inaccurate
because of an event that occurs after the
creditor delivers the required
disclosures, the inaccuracy is not a
violation of Regulation Z (12 CFR part
1026), although new disclosures may be
required under § 1026.48(c).

(2) Final disclosures. If a disclosure
under § 1026.47(c) becomes inaccurate
because of an event that occurs after the
creditor delivers the required
disclosures, the inaccuracy is not a
violation of Regulation Z (12 CFR part
1026).

§1026.47 Content of disclosures.

(a) Application or solicitation
disclosures. A creditor shall provide the
disclosures required under paragraph (a)
of this section on or with a solicitation
or an application for a private education
loan.

(1) Interest Rates. (i) The interest rate
or range of interest rates applicable to
the loan and actually offered by the
creditor at the time of application or
solicitation. If the rate will depend, in
part, on a later determination of the
consumer’s creditworthiness or other
factors, a statement that the rate for
which the consumer may qualify will
depend on the consumer’s
creditworthiness and other factors, if
applicable.

(ii) Whether the interest rates
applicable to the loan are fixed or
variable.

(iii) If the interest rate may increase
after consummation of the transaction,
any limitations on the interest rate
adjustments, or lack thereof; a statement
that the consumer’s actual rate could be
higher or lower than the rates disclosed
under paragraph (a)(1)(i) of this section,
if applicable; and, if the limitation is
determined by applicable law, that fact.

(iv) Whether the applicable interest
rates typically will be higher if the loan
is not co-signed or guaranteed.

(2) Fees and default or late payment
costs. (i) An itemization of the fees or
range of fees required to obtain the
private education loan.

(ii) Any fees, changes to the interest
rate, and adjustments to principal based
on the consumer’s defaults or late
payments.

(3) Repayment terms. (i) The term of
the loan, which is the period during
which regularly scheduled payments of
principal and interest will be due.

(ii) A description of any payment
deferral options, or, if the consumer
does not have the option to defer
payments, that fact.

(iii) For each payment deferral option
applicable while the student is enrolled
at a covered educational institution:

(A) Whether interest will accrue
during the deferral period; and

(B) If interest accrues, whether
payment of interest may be deferred and
added to the principal balance.

(iv) A statement that if the consumer
files for bankruptcy, the consumer may
still be required to pay back the loan.

(4) Cost estimates. An example of the
total cost of the loan calculated as the
total of payments over the term of the
loan:

(i) Using the highest rate of interest
disclosed under paragraph (a)(1) of this
section and including all finance
charges applicable to loans at that rate;

(ii) Using an amount financed of
$10,000, or $5000 if the creditor only
offers loans of this type for less than
$10,000; and

(iii) Calculated for each payment
option.

(5) Eligibility. Any age or school
enrollment eligibility requirements
relating to the consumer or cosigner.

(6) Alternatives to private education
loans. (i) A statement that the consumer
may qualify for Federal student
financial assistance through a program
under Title IV of the Higher Education
Act of 1965 (20 U.S.C. 1070 et seq.).

(ii) The interest rates available under
each program under Title IV of the
Higher Education Act of 1965 (20 U.S.C.
1070 et seq.) and whether the rates are
fixed or variable.

(iii) A statement that the consumer
may obtain additional information
concerning Federal student financial
assistance from the institution of higher
education that the student attends, or at
the Web site of the U.S. Department of
Education, including an appropriate
Web site address.

(iv) A statement that a covered
educational institution may have
school-specific education loan benefits
and terms not detailed on the disclosure
form.

(7) Rights of the consumer. A
statement that if the loan is approved,
the terms of the loan will be available
and will not change for 30 days except
as a result of adjustments to the interest
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rate and other changes permitted by
law.

(8) Self-certification information. A
statement that, before the loan may be
consummated, the consumer must
complete the self-certification form and
that the form may be obtained from the
institution of higher education that the
student attends.

(b) Approval disclosures. On or with
any notice of approval provided to the
consumer, the creditor shall disclose the
information required under § 1026.18
and the following information:

(1) Interest rate. (i) The interest rate
applicable to the loan.

(ii) Whether the interest rate is fixed
or variable.

(iii) If the interest rate may increase
after consummation of the transaction,
any limitations on the rate adjustments,
or lack thereof.

(2) Fees and default or late payment
costs. (i) An itemization of the fees or
range of fees required to obtain the
private education loan.

(ii) Any fees, changes to the interest
rate, and adjustments to principal based
on the consumer’s defaults or late
payments.

(3) Repayment terms. (i) The principal
amount of the loan for which the
consumer has been approved.

(ii) The term of the loan, which is the
period during which regularly
scheduled payments of principal and
interest will be due.

(iii) A description of the payment
deferral option chosen by the consumer,
if applicable, and any other payment
deferral options that the consumer may
elect at a later time.

(iv) Any payments required while the
student is enrolled at a covered
educational institution, based on the
deferral option chosen by the consumer.

(v) The amount of any unpaid interest
that will accrue while the student is
enrolled at a covered educational
institution, based on the deferral option
chosen by the consumer.

(vi) A statement that if the consumer
files for bankruptcy, the consumer may
still be required to pay back the loan.

(vii) An estimate of the total amount
of payments calculated based on:

(A) The interest rate applicable to the
loan. Compliance with § 1026.18(h)
constitutes compliance with this
requirement.

(B) The maximum possible rate of
interest for the loan or, if a maximum
rate cannot be determined, a rate of
25%.

(C) If a maximum rate cannot be
determined, the estimate of the total
amount for repayment must include a
statement that there is no maximum rate
and that the total amount for repayment

disclosed under paragraph (b)(3)(vii)(B)
of this section is an estimate and will be
higher if the applicable interest rate
increases.

(viii) The maximum monthly payment
based on the maximum rate of interest
for the loan or, if a maximum rate
cannot be determined, a rate of 25%. If
a maximum cannot be determined, a
statement that there is no maximum rate
and that the monthly payment amount
disclosed is an estimate and will be
higher if the applicable interest rate
increases.

(4) Alternatives to private education
loans. (i) A statement that the consumer
may qualify for Federal student
financial assistance through a program
under Title IV of the Higher Education
Act of 1965 (20 U.S.C. 1070 et seq.).

(ii) The interest rates available under
each program under Title IV of the
Higher Education Act of 1965 (20 U.S.C.
1070 et seq.), and whether the rates are
fixed or variable.

(iii) A statement that the consumer
may obtain additional information
concerning Federal student financial
assistance from the institution of higher
education that the student attends, or at
the Web site of the U.S. Department of
Education, including an appropriate
Web site address.

(5) Rights of the consumer. (i) A
statement that the consumer may accept
the terms of the loan until the
acceptance period under § 1026.48(c)(1)
has expired. The statement must
include the specific date on which the
acceptance period expires, based on the
date upon which the consumer receives
the disclosures required under this
subsection for the loan. The disclosure
must also specify the method or
methods by which the consumer may
communicate acceptance.

(ii) A statement that, except for
changes to the interest rate and other
changes permitted by law, the rates and
terms of the loan may not be changed
by the creditor during the period
described in paragraph (b)(5)(i) of this
section.

(c) Final disclosures. After the
consumer has accepted the loan in
accordance with §1026.48(c)(1), the
creditor shall disclose to the consumer
the information required by § 1026.18
and the following information:

(1) Interest rate. Information required
to be disclosed under §1026.47(b)(1).

(2) Fees and default or late payment
costs. Information required to be
disclosed under § 1026.47(b)(2).

(3) Repayment terms. Information
required to be disclosed under
§1026.47(b)(3).

(4) Cancellation right. A statement
that:

(i) The consumer has the right to
cancel the loan, without penalty, at any
time before the cancellation period
under § 1026.48(d) expires, and

(ii) Loan proceeds will not be
disbursed until after the cancellation
period under § 1026.48(d) expires. The
statement must include the specific date
on which the cancellation period
expires and state that the consumer may
cancel by that date. The statement must
also specify the method or methods by
which the consumer may cancel. If the
creditor permits cancellation by mail,
the statement must specify that the
consumer’s mailed request will be
deemed timely if placed in the mail not
later than the cancellation date specified
on the disclosure. The disclosures
required by this paragraph (c)(4) must
be made more conspicuous than any
other disclosure required under this
section, except for the finance charge,
the interest rate, and the creditor’s
identity, which must be disclosed in
accordance with the requirements of
§1026.46(c)(2)(iii).

§1026.48 Limitations on private education
loans.

(a) Co-branding prohibited. (1) Except
as provided in paragraph (b) of this
section, a creditor, other than the
covered educational institution itself,
shall not use the name, emblem, mascot,
or logo of a covered educational
institution, or other words, pictures, or
symbols identified with a covered
educational institution, in the marketing
of private education loans in a way that
implies that the covered education
institution endorses the creditor’s loans.

(2) A creditor’s marketing of private
education loans does not imply that the
covered education institution endorses
the creditor’s loans if the marketing
includes a clear and conspicuous
disclosure that is equally prominent and
closely proximate to the reference to the
covered educational institution that the
covered educational institution does not
endorse the creditor’s loans and that the
creditor is not affiliated with the
covered educational institution.

(b) Endorsed lender arrangements. If
a creditor and a covered educational
institution have entered into an
arrangement where the covered
educational institution agrees to endorse
the creditor’s private education loans,
and such arrangement is not prohibited
by other applicable law or regulation,
paragraph (a)(1) of this section does not
apply if the private education loan
marketing includes a clear and
conspicuous disclosure that is equally
prominent and closely proximate to the
reference to the covered educational
institution that the creditor’s loans are



79820 Federal Register/Vol. 76,

No. 246/ Thursday, December 22, 2011/Rules and Regulations

not offered or made by the covered
educational institution, but are made by
the creditor.

(c) Consumer’s right to accept. (1) The
consumer has the right to accept the
terms of a private education loan at any
time within 30 calendar days following
the date on which the consumer
receives the disclosures required under
§1026.47(b).

(2) Except for changes permitted
under paragraphs (c)(3) and (c)(4), the
rate and terms of the private education
loan that are required to be disclosed
under §§1026.47(b) and (c) may not be
changed by the creditor prior to the
earlier of:

(i) The date of disbursement of the
loan; or

(ii) The expiration of the 30 calendar
day period described in paragraph (c)(1)
of this section if the consumer has not
accepted the loan within that time.

(3) Exceptions not requiring re-
disclosure. (i) Notwithstanding
paragraph (c)(2) of this section, nothing
in this section prevents the creditor
from:

(A) Withdrawing an offer before
consummation of the transaction if the
extension of credit would be prohibited
by law or if the creditor has reason to
believe that the consumer has
committed fraud in connection with the
loan application;

(B) Changing the interest rate based
on adjustments to the index used for a
loan;

(C) Changing the interest rate and
terms if the change will unequivocally
benefit the consumer; or

(D) Reducing the loan amount based
upon a certification or other information
received from the covered educational
institution, or from the consumer,
indicating that the student’s cost of
attendance has decreased or the
consumer’s other financial aid has
increased. A creditor may make
corresponding changes to the rate and
other terms only to the extent that the
consumer would have received the
terms if the consumer had applied for
the reduced loan amount.

(ii) If the creditor changes the rate or
terms of the loan under this paragraph
(c)(3), the creditor need not provide the
disclosures required under § 1026.47(b)
for the new loan terms, nor need the
creditor provide an additional 30-day
period to the consumer to accept the
new terms of the loan under paragraph
(c)(1) of this section.

(4) Exceptions requiring re-disclosure.
(i) Notwithstanding paragraphs (c)(2) or
(c)(3) of this section, nothing in this
section prevents the creditor, at its
option, from changing the rate or terms
of the loan to accommodate a specific

request by the consumer. For example,
if the consumer requests a different
repayment option, the creditor may, but
need not, offer to provide the requested
repayment option and make any other
changes to the rate and terms.

(ii) If the creditor changes the rate or
terms of the loan under this paragraph
(c)(4), the creditor shall provide the
disclosures required under § 1026.47(b)
and shall provide the consumer the 30-
day period to accept the loan under
paragraph (c)(1) of this section. The
creditor shall not make further changes
to the rates and terms of the loan, except
as specified in paragraphs (c)(3) and (4)
of this section. Except as permitted
under § 1026.48(c)(3), unless the
consumer accepts the loan offered by
the creditor in response to the
consumer’s request, the creditor may
not withdraw or change the rates or
terms of the loan for which the
consumer was approved prior to the
consumer’s request for a change in loan
terms.

(d) Consumer’s right to cancel. The
consumer may cancel a private
education loan, without penalty, until
midnight of the third business day
following the date on which the
consumer receives the disclosures
required by § 1026.47(c). No funds may
be disbursed for a private education
loan until the three-business day period
has expired.

(e) Self-certification form. For a
private education loan intended to be
used for the postsecondary educational
expenses of a student while the student
is attending an institution of higher
education, the creditor shall obtain from
the consumer or the institution of higher
education the form developed by the
Secretary of Education under section
155 of the Higher Education Act of
1965, signed by the consumer, in
written or electronic form, before
consummating the private education
loan.

(f) Provision of information by
preferred lenders. A creditor that has a
preferred lender arrangement with a
covered educational institution shall
provide to the covered educational
institution the information required
under §§ 1026.47(a)(1) through (5), for
each type of private education loan that
the lender plans to offer to consumers
for students attending the covered
educational institution for the period
beginning July 1 of the current year and
ending June 30 of the following year.
The creditor shall provide the
information annually by the later of the
1st day of April, or within 30 days after
entering into, or learning the creditor is
a party to, a preferred lender
arrangement.

Subpart G—Special Rules Applicable
to Credit Card Accounts and Open-End
Credit Offered to College Students

§1026.51 Ability to Pay.

(a) General rule. (1)(i) Consideration
of ability to pay. A card issuer must not
open a credit card account for a
consumer under an open-end (not
home-secured) consumer credit plan, or
increase any credit limit applicable to
such account, unless the card issuer
considers the consumer’s independent
ability to make the required minimum
periodic payments under the terms of
the account based on the consumer’s
income or assets and current
obligations.

(i1) Reasonable policies and
procedures. Card issuers must establish
and maintain reasonable written
policies and procedures to consider a
consumer’s independent income or
assets and current obligations.
Reasonable policies and procedures to
consider a consumer’s independent
ability to make the required payments
include the consideration of at least one
of the following: The ratio of debt
obligations to income; the ratio of debt
obligations to assets; or the income the
consumer will have after paying debt
obligations. It would be unreasonable
for a card issuer to not review any
information about a consumer’s income,
assets, or current obligations, or to issue
a credit card to a consumer who does
not have any independent income or
assets.

(2) Minimum periodic payments.

(i) Reasonable method. For purposes of
paragraph (a)(1) of this section, a card
issuer must use a reasonable method for
estimating the minimum periodic
payments the consumer would be
required to pay under the terms of the
account.

(ii) Safe harbor. A card issuer
complies with paragraph (a)(2)(i) of this
section if it estimates required
minimum periodic payments using the
following method:

(A) The card issuer assumes
utilization, from the first day of the
billing cycle, of the full credit line that
the issuer is considering offering to the
consumer; and

(B) The card issuer uses a minimum
payment formula employed by the
issuer for the product the issuer is
considering offering to the consumer or,
in the case of an existing account, the
minimum payment formula that
currently applies to that account,
provided that:

(1) If the applicable minimum
payment formula includes interest
charges, the card issuer estimates those
charges using an interest rate that the
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issuer is considering offering to the
consumer for purchases or, in the case
of an existing account, the interest rate
that currently applies to purchases; and

(2) If the applicable minimum
payment formula includes mandatory
fees, the card issuer must assume that
such fees have been charged to the
account.

(b) Rules affecting young consumers.
(1) Applications from young consumers.
A card issuer may not open a credit card
account under an open-end (not home-
secured) consumer credit plan for a
consumer less than 21 years old, unless
the consumer has submitted a written
application and the card issuer has:

(i) Financial information indicating
the consumer has an independent
ability to make the required minimum
periodic payments on the proposed
extension of credit in connection with
the account, consistent with paragraph
(a) of this section; or

(ii)(A) A signed agreement of a
cosigner, guarantor, or joint applicant
who is at least 21 years old to be either
secondarily liable for any debt on the
account incurred by the consumer
before the consumer has attained the age
of 21 or jointly liable with the consumer
for any debt on the account, and

(B) Financial information indicating
such cosigner, guarantor, or joint
applicant has the independent ability to
make the required minimum periodic
payments on such debts, consistent with
paragraph (a) of this section.

(2) Credit line increases for young
consumers. If a credit card account has
been opened pursuant to paragraph
(b)(1)(ii) of this section, no increase in
the credit limit may be made on such
account before the consumer attains the
age of 21 unless the cosigner, guarantor,
or joint accountholder who assumed
liability at account opening agrees in
writing to assume liability on the
increase.

§1026.52 Limitations on fees.

(a) Limitations prior to account
opening and during first year after
account opening. (1) General rule.
Except as provided in paragraph (a)(2)
of this section, the total amount of fees
a consumer is required to pay with
respect to a credit card account under
an open-end (not home-secured)
consumer credit plan prior to account
opening and during the first year after
account opening must not exceed 25
percent of the credit limit in effect when
the account is opened. For purposes of
this paragraph, an account is considered
open no earlier than the date on which
the account may first be used by the
consumer to engage in transactions.

(2) Fees not subject to limitations.
Paragraph (a) of this section does not
apply to:

(i) Late payment fees, over-the-limit
fees, and returned-payment fees; or

(ii) Fees that the consumer is not
required to pay with respect to the
account.

(3) Rule of construction. Paragraph (a)
of this section does not authorize the
imposition or payment of fees or charges
otherwise prohibited by law.

(b) Limitations on penalty fees. A card
issuer must not impose a fee for
violating the terms or other
requirements of a credit card account
under an open-end (not home-secured)
consumer credit plan unless the dollar
amount of the fee is consistent with
paragraphs (b)(1) and (b)(2) of this
section.

(1) General rule. Except as provided
in paragraph (b)(2) of this section, a card
issuer may impose a fee for violating the
terms or other requirements of a credit
card account under an open-end (not
home-secured) consumer credit plan if
the dollar amount of the fee is
consistent with either paragraph (b)(1)(i)
or (b)(1)(ii) of this section.

(i) Fees based on costs. A card issuer
may impose a fee for violating the terms
or other requirements of an account if
the card issuer has determined that the
dollar amount of the fee represents a
reasonable proportion of the total costs
incurred by the card issuer as a result
of that type of violation. A card issuer
must reevaluate this determination at
least once every twelve months. If as a
result of the reevaluation the card issuer
determines that a lower fee represents a
reasonable proportion of the total costs
incurred by the card issuer as a result
of that type of violation, the card issuer
must begin imposing the lower fee
within 45 days after completing the
reevaluation. If as a result of the
reevaluation the card issuer determines
that a higher fee represents a reasonable
proportion of the total costs incurred by
the card issuer as a result of that type
of violation, the card issuer may begin
imposing the higher fee after complying
with the notice requirements in
§1026.9.

(ii) Safe harbors. A card issuer may
impose a fee for violating the terms or
other requirements of an account if the
dollar amount of the fee does not
exceed, as applicable:

(A) $25.00;

(B) $35.00 if the card issuer
previously imposed a fee pursuant to
paragraph (b)(1)(ii)(A) of this section for
a violation of the same type that
occurred during the same billing cycle
or one of the next six billing cycles; or

(C) Three percent of the delinquent
balance on a charge card account that
requires payment of outstanding
balances in full at the end of each
billing cycle if the card issuer has not
received the required payment for two
or more consecutive billing cycles.

(D) The amounts in paragraphs
(b)(1)(ii)(A) and (b)(1)(ii)(B) of this
section will be adjusted annually by the
Bureau to reflect changes in the
Consumer Price Index.

(2) Prohibited fees. (i) Fees that
exceed dollar amount associated with
violation. (A) Generally. A card issuer
must not impose a fee for violating the
terms or other requirements of a credit
card account under an open-end (not
home-secured) consumer credit plan
that exceeds the dollar amount
associated with the violation.

(B) No dollar amount associated with
violation. A card issuer must not impose
a fee for violating the terms or other
requirements of a credit card account
under an open-end (not home-secured)
consumer credit plan when there is no
dollar amount associated with the
violation. For purposes of paragraph
(b)(2)(i) of this section, there is no dollar
amount associated with the following
violations:

(1) Transactions that the card issuer
declines to authorize;

(2) Account inactivity; and

(3) The closure or termination of an
account.

(ii) Multiple fees based on a single
event or transaction. A card issuer must
not impose more than one fee for
violating the terms or other
requirements of a credit card account
under an open-end (not home-secured)
consumer credit plan based on a single
event or transaction. A card issuer may,
at its option, comply with this
prohibition by imposing no more than
one fee for violating the terms or other
requirements of an account during a
billing cycle.

§1026.53 Allocation of payments.

(a) General rule. Except as provided in
paragraph (b) of this section, when a
consumer makes a payment in excess of
the required minimum periodic
payment for a credit card account under
an open-end (not home-secured)
consumer credit plan, the card issuer
must allocate the excess amount first to
the balance with the highest annual
percentage rate and any remaining
portion to the other balances in
descending order based on the
applicable annual percentage rate.

(b) Special rules. (1) Accounts with
balances subject to deferred interest or
similar program. When a balance on a
credit card account under an open-end
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(not home-secured) consumer credit
plan is subject to a deferred interest or
similar program that provides that a
consumer will not be obligated to pay
interest that accrues on the balance if
the balance is paid in full prior to the
expiration of a specified period of time:

(i) Last two billing cycles. The card
issuer must allocate any amount paid by
the consumer in excess of the required
minimum periodic payment consistent
with paragraph (a) of this section,
except that, during the two billing
cycles immediately preceding
expiration of the specified period, the
excess amount must be allocated first to
the balance subject to the deferred
interest or similar program and any
remaining portion allocated to any other
balances consistent with paragraph (a)
of this section; or

(ii) Consumer request. The card issuer
may at its option allocate any amount
paid by the consumer in excess of the
required minimum periodic payment
among the balances on the account in
the manner requested by the consumer.

(2) Accounts with secured balances.
When a balance on a credit card account
under an open-end (not home-secured)
consumer credit plan is secured, the
card issuer may at its option allocate
any amount paid by the consumer in
excess of the required minimum
periodic payment to that balance if
requested by the consumer.

§1026.54 Limitations on the imposition of
finance charges.

(a) Limitations on imposing finance
charges as a result of the loss of a grace
period. (1) General rule. Except as
provided in paragraph (b) of this
section, a card issuer must not impose
finance charges as a result of the loss of
a grace period on a credit card account
under an open-end (not home-secured)
consumer credit plan if those finance
charges are based on:

(i) Balances for days in billing cycles
that precede the most recent billing
cycle; or

(ii) Any portion of a balance subject
to a grace period that was repaid prior
to the expiration of the grace period.

(2) Definition of grace period. For
purposes of paragraph (a)(1) of this
section, “‘grace period” has the same
meaning as in § 1026.5(b)(2)(ii)(B)(3).

(b) Exceptions. Paragraph (a) of this
section does not apply to:

(1) Adjustments to finance charges as
a result of the resolution of a dispute
under §1026.12 or § 1026.13; or

(2) Adjustments to finance charges as
a result of the return of a payment.

§1026.55 Limitations on increasing annual
percentage rates, fees, and charges.

(a) General rule. Except as provided in
paragraph (b) of this section, a card
issuer must not increase an annual
percentage rate or a fee or charge
required to be disclosed under
§1026.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
on a credit card account under an open-
end (not home-secured) consumer credit
plan.

(b) Exceptions. A card issuer may
increase an annual percentage rate or a
fee or charge required to be disclosed
under § 1026.6(b)(2)(ii), (b)(2)(iii), or
(b)(2)(xii) pursuant to an exception set
forth in this paragraph even if that
increase would not be permitted under
a different exception.

(1) Temporary rate, fee, or charge
exception. A card issuer may increase
an annual percentage rate or a fee or
charge required to be disclosed under
§1026.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
upon the expiration of a specified
period of six months or longer, provided
that:

(i) Prior to the commencement of that
period, the card issuer disclosed in
writing to the consumer, in a clear and
conspicuous manner, the length of the
period and the annual percentage rate,
fee, or charge that would apply after
expiration of the period; and

(ii) Upon expiration of the specified
period:

(A) The card issuer must not apply an
annual percentage rate, fee, or charge to
transactions that occurred prior to the
period that exceeds the annual
percentage rate, fee, or charge that
applied to those transactions prior to the
period;

(B) If the disclosures required by
paragraph (b)(1)(i) of this section are
provided pursuant to § 1026.9(c), the
card issuer must not apply an annual
percentage rate, fee, or charge to
transactions that occurred within 14
days after provision of the notice that
exceeds the annual percentage rate, fee,
or charge that applied to that category
of transactions prior to provision of the
notice; and

(C) The card issuer must not apply an
annual percentage rate, fee, or charge to
transactions that occurred during the
period that exceeds the increased
annual percentage rate, fee, or charge
disclosed pursuant to paragraph (b)(1)(i)
of this section.

(2) Variable rate exception. A card
issuer may increase an annual
percentage rate when:

(i) The annual percentage rate varies
according to an index that is not under
the card issuer’s control and is available
to the general public; and

(ii) The increase in the annual
percentage rate is due to an increase in
the index.

(3) Advance notice exception. A card
issuer may increase an annual
percentage rate or a fee or charge
required to be disclosed under
§1026.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
after complying with the applicable
notice requirements in § 1026.9(b), (c),
or (g), provided that:

(i) If a card issuer discloses an
increased annual percentage rate, fee, or
charge pursuant to § 1026.9(b), the card
issuer must not apply that rate, fee, or
charge to transactions that occurred
prior to provision of the notice;

(ii) If a card issuer discloses an
increased annual percentage rate, fee, or
charge pursuant to § 1026.9(c) or (g), the
card issuer must not apply that rate, fee,
or charge to transactions that occurred
prior to or within 14 days after
provision of the notice; and

(iii) This exception does not permit a
card issuer to increase an annual
percentage rate or a fee or charge
required to be disclosed under
§1026.6(b)(2)(ii), (iii), or (xii) during the
first year after the account is opened,
while the account is closed, or while the
card issuer does not permit the
consumer to use the account for new
transactions. For purposes of this
paragraph, an account is considered
open no earlier than the date on which
the account may first be used by the
consumer to engage in transactions.

(4) Delinquency exception. A card
issuer may increase an annual
percentage rate or a fee or charge
required to be disclosed under
§1026.6(b)(2)(ii), (b)(2)(iii), or (b)(2)(xii)
due to the card issuer not receiving the
consumer’s required minimum periodic
payment within 60 days after the due
date for that payment, provided that:

(i) The card issuer must disclose in a
clear and conspicuous manner in the
notice of the increase pursuant to
§1026.9(c) or (g):

(A) A statement of the reason for the
increase; and

(B) That the increased annual
percentage rate, fee, or charge will cease
to apply if the card issuer receives six
consecutive required minimum periodic
payments on or before the payment due
date beginning with the first payment
due following the effective date of the
increase; and

(ii) If the card issuer receives six
consecutive required minimum periodic
payments on or before the payment due
date beginning with the first payment
due following the effective date of the
increase, the card issuer must reduce
any annual percentage rate, fee, or
charge increased pursuant to this
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exception to the annual percentage rate,
fee, or charge that applied prior to the
increase with respect to transactions
that occurred prior to or within 14 days
after provision of the § 1026.9(c) or (g)
notice.

(5) Workout and temporary hardship
arrangement exception. A card issuer
may increase an annual percentage rate
or a fee or charge required to be
disclosed under § 1026.6(b)(2)(ii),
(b)(2)(iii), or (b)(2)(xii) due to the
consumer’s completion of a workout or
temporary hardship arrangement or the
consumer’s failure to comply with the
terms of such an arrangement, provided
that:

(i) Prior to commencement of the
arrangement (except as provided in
§1026.9(c)(2)(v)(D)), the card issuer has
provided the consumer with a clear and
conspicuous written disclosure of the
terms of the arrangement (including any
increases due to the completion or
failure of the arrangement); and

(ii) Upon the completion or failure of
the arrangement, the card issuer must
not apply to any transactions that
occurred prior to commencement of the
arrangement an annual percentage rate,
fee, or charge that exceeds the annual
percentage rate, fee, or charge that
applied to those transactions prior to
commencement of the arrangement.

(6) Servicemembers Civil Relief Act
exception. If an annual percentage rate
or a fee or charge required to be
disclosed under § 1026.6(b)(2)(ii), (iii),
or (xii) has been decreased pursuant to
50 U.S.C. app. 527 or a similar Federal
or state statute or regulation, a card
issuer may increase that annual
percentage rate, fee, or charge once 50
U.S.C. app. 527 or the similar statute or
regulation no longer applies, provided
that the card issuer must not apply to
any transactions that occurred prior to
the decrease an annual percentage rate,
fee, or charge that exceeds the annual
percentage rate, fee, or charge that
applied to those transactions prior to the
decrease.

(c) Treatment of protected balances.
(1) Definition of protected balance. For
purposes of this paragraph, “protected
balance” means the amount owed for a
category of transactions to which an
increased annual percentage rate or an
increased fee or charge required to be
disclosed under § 1026.6(b)(2)(ii),
(b)(2)(iii), or (b)(2)(xii) cannot be
applied after the annual percentage rate,
fee, or charge for that category of
transactions has been increased
pursuant to paragraph (b)(3) of this
section.

(2) Repayment of protected balance.
The card issuer must not require
repayment of the protected balance

using a method that is less beneficial to
the consumer than one of the following
methods:

(i) The method of repayment for the
account before the effective date of the
increase;

(ii) An amortization period of not less
than five years, beginning no earlier
than the effective date of the increase;
or

(iii) A required minimum periodic
payment that includes a percentage of
the balance that is equal to no more than
twice the percentage required before the
effective date of the increase.

(d) Continuing application. This
section continues to apply to a balance
on a credit card account under an open-
end (not home-secured) consumer credit
plan after:

(1) The account is closed or acquired
by another creditor; or

(2) The balance is transferred from a
credit card account under an open-end
(not home-secured) consumer credit
plan issued by a creditor to another
credit account issued by the same
creditor or its affiliate or subsidiary
(unless the account to which the
balance is transferred is subject to
§1026.40).

(e) Promotional waivers or rebates of
interest, fees, and other charges. If a
card issuer promotes the waiver or
rebate of finance charges due to a
periodic interest rate or fees or charges
required to be disclosed under
§1026.6(b)(2)(ii), (iii), or (xii) and
applies the waiver or rebate to a credit
card account under an open-end (not
home-secured) consumer credit plan,
any cessation of the waiver or rebate on
that account constitutes an increase in
an annual percentage rate, fee, or charge
for purposes of this section.

§1026.56 Requirements for over-the-limit
transactions.

(a) Definition. For purposes of this
section, the term “over-the-limit
transaction” means any extension of
credit by a card issuer to complete a
transaction that causes a consumer’s
credit card account balance to exceed
the credit limit.

(b) Opt-in requirement. (1) General. A
card issuer shall not assess a fee or
charge on a consumer’s credit card
account under an open-end (not home-
secured) consumer credit plan for an
over-the-limit transaction unless the
card issuer:

(i) Provides the consumer with an
oral, written or electronic notice,
segregated from all other information,
describing the consumer’s right to
affirmatively consent, or opt in, to the
card issuer’s payment of an over-the-
limit transaction;

(ii) Provides a reasonable opportunity
for the consumer to affirmatively
consent, or opt in, to the card issuer’s
payment of over-the-limit transactions;

(iii) Obtains the consumer’s
affirmative consent, or opt-in, to the
card issuer’s payment of such
transactions;

(iv) Provides the consumer with
confirmation of the consumer’s consent
in writing, or if the consumer agrees,
electronically; and

(v) Provides the consumer notice in
writing of the right to revoke that
consent following the assessment of an
over-the-limit fee or charge.

(2) Completion of over-the-limit
transactions without consumer consent.
Notwithstanding the absence of a
consumer’s affirmative consent under
paragraph (b)(1)(iii) of this section, a
card issuer may pay any over-the-limit
transaction on a consumer’s account
provided that the card issuer does not
impose any fee or charge on the account
for paying that over-the-limit
transaction.

(c) Method of election. A card issuer
may permit a consumer to consent to
the card issuer’s payment of any over-
the-limit transaction in writing, orally,
or electronically, at the card issuer’s
option. The card issuer must also permit
the consumer to revoke his or her
consent using the same methods
available to the consumer for providing
consent.

(d) Timing and placement of notices.
(1) Initial notice. (i) General. The notice
required by paragraph (b)(1)(i) of this
section shall be provided prior to the
assessment of any over-the-limit fee or
charge on a consumer’s account.

(ii) Oral or electronic consent. If a
consumer consents to the card issuer’s
payment of any over-the-limit
transaction by oral or electronic means,
the card issuer must provide the notice
required by paragraph (b)(1)(i) of this
section immediately prior to obtaining
that consent.

(2) Confirmation of opt-in. The notice
required by paragraph (b)(1)(iv) of this
section may be provided no later than
the first periodic statement sent after the
consumer has consented to the card
issuer’s payment of over-the-limit
transactions.

(3) Notice of right of revocation. The
notice required by paragraph (b)(1)(v) of
this section shall be provided on the
front of any page of each periodic
statement that reflects the assessment of
an over-the-limit fee or charge on a
consumer’s account.

(e) Content. (1) Initial notice. The
notice required by paragraph (b)(1)(i) of
this section shall include all applicable
items in this paragraph (e)(1) and may
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not contain any information not
specified in or otherwise permitted by
this paragraph.

(i) Fees. The dollar amount of any fees
or charges assessed by the card issuer on
a consumer’s account for an over-the-
limit transaction;

(ii) APRs. Any increased periodic
rate(s) (expressed as an annual
percentage rate(s)) that may be imposed
on the account as a result of an over-the-
limit transaction; and

(iii) Disclosure of opt-in right. An
explanation of the consumer’s right to
affirmatively consent to the card issuer’s
payment of over-the-limit transactions,
including the method(s) by which the
consumer may consent.

(2) Subsequent notice. The notice
required by paragraph (b)(1)(v) of this
section shall describe the consumer’s
right to revoke any consent provided
under paragraph (b)(1)(iii) of this
section, including the method(s) by
which the consumer may revoke.

(3) Safe harbor. Use of Model Forms
G-25(A) or G-25(B) of Appendix G to
this part, or substantially similar
notices, constitutes compliance with the
notice content requirements of
paragraph (e) of this section.

(f) Joint relationships. If two or more
consumers are jointly liable on a credit
card account under an open-end (not
home-secured) consumer credit plan,
the card issuer shall treat the affirmative
consent of any of the joint consumers as
affirmative consent for that account.
Similarly, the card issuer shall treat a
revocation of consent by any of the joint
consumers as revocation of consent for
that account.

(g) Continuing right to opt in or revoke
opt-in. A consumer may affirmatively
consent to the card issuer’s payment of
over-the-limit transactions at any time
in the manner described in the notice
required by paragraph (b)(1)(i) of this
section. Similarly, the consumer may
revoke the consent at any time in the
manner described in the notice required
by paragraph (b)(1)(v) of this section.

(h) Duration of opt-in. A consumer’s
affirmative consent to the card issuer’s
payment of over-the-limit transactions is
effective until revoked by the consumer,
or until the card issuer decides for any
reason to cease paying over-the-limit
transactions for the consumer.

(i) Time to comply with revocation
request. A card issuer must comply with
a consumer’s revocation request as soon
as reasonably practicable after the card
issuer receives it.

(j) Prohibited practices.
Notwithstanding a consumer’s
affirmative consent to a card issuer’s
payment of over-the-limit transactions, a

card issuer is prohibited from engaging
in the following practices:

(1) Fees or charges imposed per cycle.
(i) General rule. A card issuer may not
impose more than one over-the-limit fee
or charge on a consumer’s credit card
account per billing cycle, and, in any
event, only if the credit limit was
exceeded during the billing cycle. In
addition, except as provided in
paragraph (j)(1)(ii) of this section, a card
issuer may not impose an over-the-limit
fee or charge on the consumer’s credit
card account for more than three billing
cycles for the same over-the-limit
transaction where the consumer has not
reduced the account balance below the
credit limit by the payment due date for
either of the last two billing cycles.

(ii) Exception. The prohibition in
paragraph (j)(1)(i) of this section on
imposing an over-the-limit fee or charge
in more than three billing cycles for the
same over-the-limit transaction(s) does
not apply if another over-the-limit
transaction occurs during either of the
last two billing cycles.

(2) Failure to promptly replenish. A
card issuer may not impose an over-the-
limit fee or charge solely because of the
card issuer’s failure to promptly
replenish the consumer’s available
credit following the crediting of the
consumer’s payment under § 1026.10.

(3) Conditioning. A card issuer may
not condition the amount of a
consumer’s credit limit on the consumer
affirmatively consenting to the card
issuer’s payment of over-the-limit
transactions if the card issuer assesses a
fee or charge for such service.

(4) Over-the-limit fees attributed to
fees or interest. A card issuer may not
impose an over-the-limit fee or charge
for a billing cycle if a consumer exceeds
a credit limit solely because of fees or
interest charged by the card issuer to the
consumer’s account during that billing
cycle. For purposes of this paragraph
(j)(4), the relevant fees or interest
charges are charges imposed as part of
the plan under § 1026.6(b)(3).

§1026.57 Reporting and marketing rules
for college student open-end credit.

(a) Definitions. (1) College student
credit card. The term ““college student
credit card” as used in this section
means a credit card issued under a
credit card account under an open-end
(not home-secured) consumer credit
plan to any college student.

(2) College student. The term “college
student” as used in this section means
a consumer who is a full-time or part-
time student of an institution of higher
education.

(3) Institution of higher education.
The term “institution of higher

education” as used in this section has
the same meaning as in sections 101 and
102 of the Higher Education Act of 1965
(20 U.S.C. 1001 and 1002).

(4) Affiliated organization. The term
“affiliated organization” as used in this
section means an alumni organization or
foundation affiliated with or related to
an institution of higher education.

(5) College credit card agreement. The
term ““college credit card agreement” as
used in this section means any business,
marketing or promotional agreement
between a card issuer and an institution
of higher education or an affiliated
organization in connection with which
college student credit cards are issued to
college students currently enrolled at
that institution.

(b) Public disclosure of agreements.
An institution of higher education shall
publicly disclose any contract or other
agreement made with a card issuer or
creditor for the purpose of marketing a
credit card.

(c) Prohibited inducements. No card
issuer or creditor may offer a college
student any tangible item to induce
such student to apply for or open an
open-end consumer credit plan offered
by such card issuer or creditor, if such
offer is made:

(1) On the campus of an institution of
higher education;

(2) Near the campus of an institution
of higher education; or

(3) At an event sponsored by or
related to an institution of higher
education.

(d) Annual report to the Bureau. (1)
Requirement to report. Any card issuer
that was a party to one or more college
credit card agreements in effect at any
time during a calendar year must submit
to the Bureau an annual report regarding
those agreements in the form and
manner prescribed by the Bureau.

(2) Contents of report. The annual
report to the Bureau must include the
following:

(i) Identifying information about the
card issuer and the agreements
submitted, including the issuer’s name,
address, and identifying number (such
as an RSSD ID number or tax
identification number);

(ii) A copy of any college credit card
agreement to which the card issuer was
a party that was in effect at any time
during the period covered by the report;

(iii) A copy of any memorandum of
understanding in effect at any time
during the period covered by the report
between the card issuer and an
institution of higher education or
affiliated organization that directly or
indirectly relates to the college credit
card agreement or that controls or
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directs any obligations or distribution of
benefits between any such entities;

(iv) The total dollar amount of any
payments pursuant to a college credit
card agreement from the card issuer to
an institution of higher education or
affiliated organization during the period
covered by the report, and the method
or formula used to determine such
amounts;

(v) The total number of credit card
accounts opened pursuant to any
college credit card agreement during the
period covered by the report; and

(vi) The total number of credit card
accounts opened pursuant to any such
agreement that were open at the end of
the period covered by the report.

(3) Timing of reports. Except for the
initial report described in this paragraph
(d)(3), a card issuer must submit its
annual report for each calendar year to
the Bureau by the first business day on
or after March 31 of the following
calendar year.

§1026.58 Internet posting of credit card
agreements.

(a) Applicability. The requirements of
this section apply to any card issuer that
issues credit cards under a credit card
account under an open-end (not home-
secured) consumer credit plan.

(b) Definitions. (1) Agreement. For
purposes of this section, ‘“‘agreement” or
“credit card agreement” means the
written document or documents
evidencing the terms of the legal
obligation, or the prospective legal
obligation, between a card issuer and a
consumer for a credit card account
under an open-end (not home-secured)
consumer credit plan. “Agreement” or
“credit card agreement” also includes
the pricing information, as defined in
§1026.58(b)(7).

(2) Amends. For purposes of this
section, an issuer “amends” an
agreement if it makes a substantive
change (an “amendment”) to the
agreement. A change is substantive if it
alters the rights or obligations of the
card issuer or the consumer under the
agreement. Any change in the pricing
information, as defined in
§1026.58(b)(7), is deemed to be
substantive.

(3) Business day. For purposes of this
section, “business day” means a day on
which the creditor’s offices are open to
the public for carrying on substantially
all of its business functions.

(4) Card issuer. For purposes of this
section, “card issuer” or “issuer” means
the entity to which a consumer is legally
obligated, or would be legally obligated,
under the terms of a credit card
agreement.

(5) Offers. For purposes of this
section, an issuer ‘“offers’ or ““offers to
the public” an agreement if the issuer is
soliciting or accepting applications for
accounts that would be subject to that
agreement.

(6) Open account. For purposes of this
section, an account is an “open
account” or “open credit card account”
if it is a credit card account under an
open-end (not home-secured) consumer
credit plan and either:

(i) The cardholder can obtain
extensions of credit on the account; or

(ii) There is an outstanding balance on
the account that has not been charged
off. An account that has been suspended
temporarily (for example, due to a
report by the cardholder of
unauthorized use of the card) is
considered an “open account” or “open
credit card account.”

(7) Pricing information. For purposes
of this section, “pricing information”
means the information listed in
§1026.6(b)(2)(i) through (b)(2)(xii).
Pricing information does not include
temporary or promotional rates and
terms or rates and terms that apply only
to protected balances.

(8) Private label credit card account
and private label credit card plan. For
purposes of this section:

(i) “private label credit card account”
means a credit card account under an
open-end (not home-secured) consumer
credit plan with a credit card that can
be used to make purchases only at a
single merchant or an affiliated group of
merchants; and

(ii) “private label credit card plan”
means all of the private label credit card
accounts issued by a particular issuer
with credit cards usable at the same
single merchant or affiliated group of
merchants.

(c) Submission of agreements to
Bureau. (1) Quarterly submissions. A
card issuer must make quarterly
submissions to the Bureau, in the form
and manner specified by the Bureau.
Quarterly submissions must be sent to
the Bureau no later than the first
business day on or after January 31,
April 30, July 31, and October 31 of
each year. Each submission must
contain:

(i) Identifying information about the
card issuer and the agreements
submitted, including the issuer’s name,
address, and identifying number (such
as an RSSD ID number or tax
identification number);

(ii) The credit card agreements that
the card issuer offered to the public as
of the last business day of the preceding
calendar quarter that the card issuer has
not previously submitted to the Bureau;

(iii) Any credit card agreement
previously submitted to the Bureau that
was amended during the preceding
calendar quarter and that the card issuer
offered to the public as of the last
business day of the preceding calendar
quarter, as described in § 1026.58(c)(3);
and

(iv) Notification regarding any credit
card agreement previously submitted to
the Bureau that the issuer is
withdrawing, as described in
§1026.58(c)(4), (c)(5), (c)(6), and (c)(7).

(2) [Reserved]

(3) Amended agreements. If a credit
card agreement has been submitted to
the Bureau, the agreement has not been
amended and the card issuer continues
to offer the agreement to the public, no
additional submission regarding that
agreement is required. If a credit card
agreement that previously has been
submitted to the Bureau is amended and
the card issuer offered the amended
agreement to the public as of the last
business day of the calendar quarter in
which the change became effective, the
card issuer must submit the entire
amended agreement to the Bureau, in
the form and manner specified by the
Bureau, by the first quarterly
submission deadline after the last day of
the calendar quarter in which the
change became effective.

(4) Withdrawal of agreements. If a
card issuer no longer offers to the public
a credit card agreement that previously
has been submitted to the Bureau, the
card issuer must notify the Bureau, in
the form and manner specified by the
Bureau, by the first quarterly
submission deadline after the last day of
the calendar quarter in which the issuer
ceased to offer the agreement.

(5) De minimis exception. (i) A card
issuer is not required to submit any
credit card agreements to the Bureau if
the card issuer had fewer than 10,000
open credit card accounts as of the last
business day of the calendar quarter.

(ii) If an issuer that previously
qualified for the de minimis exception
ceases to qualify, the card issuer must
begin making quarterly submissions to
the Bureau no later than the first
quarterly submission deadline after the
date as of which the issuer ceased to
qualify.

(iii) If a card issuer that did not
previously qualify for the de minimis
exception qualifies for the de minimis
exception, the card issuer must continue
to make quarterly submissions to the
Bureau until the issuer notifies the
Bureau that the card issuer is
withdrawing all agreements it
previously submitted to the Bureau.

(6) Private label credit card exception.
(i) A card issuer is not required to
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submit to the Bureau a credit card
agreement if, as of the last business day
of the calendar quarter, the agreement:

(A) Is offered for accounts under one
or more private label credit card plans
each of which has fewer than 10,000
open accounts; and

(B) Is not offered to the public other
than for accounts under such a plan.

(ii) If an agreement that previously
qualified for the private label credit card
exception ceases to qualify, the card
issuer must submit the agreement to the
Bureau no later than the first quarterly
submission deadline after the date as of
which the agreement ceased to qualify.

(iii) If an agreement that did not
previously qualify for the private label
credit card exception qualifies for the
exception, the card issuer must continue
to make quarterly submissions to the
Bureau with respect to that agreement
until the issuer notifies the Bureau that
the agreement is being withdrawn.

(7) Product testing exception. (i) A
card issuer is not required to submit to
the Bureau a credit card agreement if, as
of the last business day of the calendar
quarter, the agreement:

(A) Is offered as part of a product test
offered to only a limited group of
consumers for a limited period of time;

(B) Is used for fewer than 10,000 open
accounts; and

(C) Is not offered to the public other
than in connection with such a product
test.

(ii) If an agreement that previously
qualified for the product testing
exception ceases to qualify, the card
issuer must submit the agreement to the
Bureau no later than the first quarterly
submission deadline after the date as of
which the agreement ceased to qualify.

(iii) If an agreement that did not
previously qualify for the product
testing exception qualifies for the
exception, the card issuer must continue
to make quarterly submissions to the
Bureau with respect to that agreement
until the issuer notifies the Bureau that
the agreement is being withdrawn.

(8) Form and content of agreements
submitted to the Bureau. (i) Form and
content generally. (A) Each agreement
must contain the provisions of the
agreement and the pricing information
in effect as of the last business day of
the preceding calendar quarter.

(B) Agreements must not include any
personally identifiable information
relating to any cardholder, such as
name, address, telephone number, or
account number.

(C) The following are not deemed to
be part of the agreement for purposes of
§1026.58, and therefore are not required
to be included in submissions to the
Bureau:

(1) Disclosures required by state or
Federal law, such as affiliate marketing
notices, privacy policies, billing rights
notices, or disclosures under the E-Sign
Act;

(2) Solicitation materials;

(3) Periodic statements;

(4) Ancillary agreements between the
issuer and the consumer, such as debt
cancellation contracts or debt
suspension agreements;

(5) Offers for credit insurance or other
optional products and other similar
advertisements; and

(6) Documents that may be sent to the
consumer along with the credit card or
credit card agreement such as a cover
letter, a validation sticker on the card,
or other information about card security.

(D) Agreements must be presented in
a clear and legible font.

(ii) Pricing information. (A) Pricing
information must be set forth in a single
addendum to the agreement. The
addendum must contain all of the
pricing information, as defined by
§1026.58(b)(7). The addendum may, but
is not required to, contain any other
information listed in § 1026.6(b),
provided that information is complete
and accurate as of the applicable date
under § 1026.58. The addendum may
not contain any other information.

(B) Pricing information that may vary
from one cardholder to another
depending on the cardholder’s
creditworthiness or state of residence or
other factors must be disclosed either by
setting forth all the possible variations
(such as purchase APRs of 13 percent,
15 percent, 17 percent, and 19 percent)
or by providing a range of possible
variations (such as purchase APRs
ranging from 13 percent to 19 percent).

(C) If a rate included in the pricing
information is a variable rate, the issuer
must identify the index or formula used
in setting the rate and the margin. Rates
that may vary from one cardholder to
another must be disclosed by providing
the index and the possible margins
(such as the prime rate plus 5 percent,

8 percent, 10 percent, or 12 percent) or
range of margins (such as the prime rate
plus from 5 to 12 percent). The value of
the rate and the value of the index are
not required to be disclosed.

(iii) Optional variable terms
addendum. Provisions of the agreement
other than the pricing information that
may vary from one cardholder to
another depending on the cardholder’s
creditworthiness or state of residence or
other factors may be set forth in a single
addendum to the agreement separate
from the pricing information addendum.

(iv) Integrated agreement. Issuers may
not provide provisions of the agreement
or pricing information in the form of

change-in-terms notices or riders (other
than the pricing information addendum
and the optional variable terms
addendum). Changes in provisions or
pricing information must be integrated
into the text of the agreement, the
pricing information addendum or the
optional variable terms addendum, as
appropriate.

(d) Posting of agreements offered to
the public. (1) Except as provided
below, a card issuer must post and
maintain on its publicly available Web
site the credit card agreements that the
issuer is required to submit to the
Bureau under § 1026.58(c). With respect
to an agreement offered solely for
accounts under one or more private
label credit card plans, an issuer may
fulfill this requirement by posting and
maintaining the agreement in
accordance with the requirements of
this section on the publicly available
Web site of at least one of the merchants
at which credit cards issued under each
private label credit card plan with
10,000 or more open accounts may be
used.

(2) Except as provided in § 1026.58(d),
agreements posted pursuant to
§1026.58(d) must conform to the form
and content requirements for
agreements submitted to the Bureau
specified in § 1026.58(c)(8).

(3) Agreements posted pursuant to
§1026.58(d) may be posted in any
electronic format that is readily usable
by the general public. Agreements must
be placed in a location that is prominent
and readily accessible by the public and
must be accessible without submission
of personally identifiable information.

(4) The card issuer must update the
agreements posted on its Web site
pursuant to § 1026.58(d) at least as
frequently as the quarterly schedule
required for submission of agreements
to the Bureau under § 1026.58(c). If the
issuer chooses to update the agreements
on its Web site more frequently, the
agreements posted on the issuer’s Web
site may contain the provisions of the
agreement and the pricing information
in effect as of a date other than the last
business day of the preceding calendar
quarter.

(e) Agreements for all open accounts.
(1) Availability of individual
cardholder’s agreement. With respect to
any open credit card account, a card
issuer must either:

(i) Post and maintain the cardholder’s
agreement on its Web site; or

(ii) Promptly provide a copy of the
cardholder’s agreement to the
cardholder upon the cardholder’s
request. If the card issuer makes an
agreement available upon request, the
issuer must provide the cardholder with



Federal Register/Vol. 76,

No. 246/ Thursday, December 22, 2011/Rules and Regulations

79827

the ability to request a copy of the
agreement both by using the issuer’s
Web site (such as by clicking on a
clearly identified box to make the
request) and by calling a readily
available telephone line the number for
which is displayed on the issuer’s Web
site and clearly identified as to purpose.
The card issuer must send to the
cardholder or otherwise make available
to the cardholder a copy of the
cardholder’s agreement in electronic or
paper form no later than 30 days after
the issuer receives the cardholder’s
request.

(2) Special rule for issuers without
interactive Web sites. An issuer that
does not maintain a Web site from
which cardholders can access specific
information about their individual
accounts, instead of complying with
§1026.58(e)(1), may make agreements
available upon request by providing the
cardholder with the ability to request a
copy of the agreement by calling a
readily available telephone line, the
number for which is displayed on the
issuer’s Web site and clearly identified
as to purpose or included on each
periodic statement sent to the
cardholder and clearly identified as to
purpose. The issuer must send to the
cardholder or otherwise make available
to the cardholder a copy of the
cardholder’s agreement in electronic or
paper form no later than 30 days after
the issuer receives the cardholder’s
request.

(3) Form and content of agreements.
(i) Except as provided in § 1026.58(e),
agreements posted on the card issuer’s
Web site pursuant to § 1026.58(e)(1)(i)
or made available upon the cardholder’s
request pursuant to § 1026.58(e)(1)(ii) or
(e)(2) must conform to the form and
content requirements for agreements
submitted to the Bureau specified in
§1026.58(c)(8).

(ii) If the card issuer posts an
agreement on its Web site or otherwise
provides an agreement to a cardholder
electronically under § 1026.58(e), the
agreement may be posted or provided in
any electronic format that is readily
usable by the general public and must
be placed in a location that is prominent
and readily accessible to the cardholder.

(iii) Agreements posted or otherwise
provided pursuant to § 1026.58(e) may
contain personally identifiable
information relating to the cardholder,
such as name, address, telephone
number, or account number, provided
that the issuer takes appropriate
measures to make the agreement
accessible only to the cardholder or
other authorized persons.

(iv) Agreements posted or otherwise
provided pursuant to § 1026.58(e) must

set forth the specific provisions and
pricing information applicable to the
particular cardholder. Provisions and
pricing information must be complete
and accurate as of a date no more than
60 days prior to:

(A) The date on which the agreement
is posted on the card issuer’s Web site
under § 1026.58(e)(1)(i); or

(B) The date the cardholder’s request
is received under § 1026.58(e)(1)(ii) or
(e)(2).

(v) Agreements provided upon
cardholder request pursuant to
§1026.58(e)(1)(ii) or (e)(2) may be
provided by the issuer in either
electronic or paper form, regardless of
the form of the cardholder’s request.

(f) E-Sign Act requirements. Card
issuers may provide credit card
agreements in electronic form under
§1026.58(d) and (e) without regard to
the consumer notice and consent
requirements of section 101(c) of the
Electronic Signatures in Global and
National Commerce Act (E-Sign Act) (15
U.S.C. 7001 et seq.).

§1026.59 Reevaluation of rate increases.

(a) General rule.(1) Evaluation of
increased rate. If a card issuer increases
an annual percentage rate that applies to
a credit card account under an open-end
(not home-secured) consumer credit
plan, based on the credit risk of the
consumer, market conditions, or other
factors, or increased such a rate on or
after January 1, 2009, and 45 days’
advance notice of the rate increase is
required pursuant to § 1026.9(c)(2) or
(g), the card issuer must:

(i) Evaluate the factors described in
paragraph (d) of this section; and

(ii) Based on its review of such
factors, reduce the annual percentage
rate applicable to the consumer’s
account, as appropriate.

(2) Rate reductions. (i) Timing. If a
card issuer is required to reduce the rate
applicable to an account pursuant to
paragraph (a)(1) of this section, the card
issuer must reduce the rate not later
than 45 days after completion of the
evaluation described in paragraph (a)(1).

(ii) Applicability of rate reduction.
Any reduction in an annual percentage
rate required pursuant to paragraph
(a)(1) of this section shall apply to:

(A) Any outstanding balances to
which the increased rate described in
paragraph (a)(1) of this section has been
applied; and

(B) New transactions that occur after
the effective date of the rate reduction
that would otherwise have been subject
to the increased rate.

(b) Policies and procedures. A card
issuer must have reasonable written
policies and procedures in place to

conduct the review described in
paragraph (a) of this section.

(c) Timing. A card issuer that is
subject to paragraph (a) of this section
must conduct the review described in
paragraph (a)(1) of this section not less
frequently than once every six months
after the rate increase.

(d) Factors. (1) In general. Except as
provided in paragraph (d)(2) of this
section, a card issuer must review
either:

(i) The factors on which the increase
in an annual percentage rate was
originally based; or

(ii) The factors that the card issuer
currently considers when determining
the annual percentage rates applicable
to similar new credit card accounts
under an open-end (not home-secured)
consumer credit plan.

(2) Rate increases imposed between
January 1, 2009 and February 21, 2010.
For rate increases imposed between
January 1, 2009 and February 21, 2010,
an issuer must consider the factors
described in paragraph (d)(1)(ii) when
conducting the first two reviews
required under paragraph (a) of this
section, unless the rate increase subject
to paragraph (a) of this section was
based solely upon factors specific to the
consumer, such as a decline in the
consumer’s credit risk, the consumer’s
delinquency or default, or a violation of
the terms of the account.

(e) Rate increases due to delinquency.
If an issuer increases a rate applicable
to a consumer’s account pursuant to
§1026.55(b)(4) based on the card issuer
not receiving the consumer’s required
minimum periodic payment within 60
days after the due date, the issuer is not
required to perform the review
described in paragraph (a) of this
section prior to the sixth payment due
date after the effective date of the
increase. However, if the annual
percentage rate applicable to the
consumer’s account is not reduced
pursuant to § 1026.55(b)(4)(ii), the card
issuer must perform the review
described in paragraph (a) of this
section. The first such review must
occur no later than six months after the
sixth payment due following the
effective date of the rate increase.

(f) Termination of obligation to review
factors. The obligation to review factors
described in paragraph (a) and (d) of
this section ceases to apply:

(1) If the issuer reduces the annual
percentage rate applicable to a credit
card account under an open-end (not
home-secured) consumer credit plan to
the rate applicable immediately prior to
the increase, or, if the rate applicable
immediately prior to the increase was a
variable rate, to a variable rate
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determined by the same formula (index
and margin) that was used to calculate
the rate applicable immediately prior to
the increase; or

(2) If the issuer reduces the annual
percentage rate to a rate that is lower
than the rate described in paragraph
(£)(1) of this section.

(g) Acquired accounts. (1) General.
Except as provided in paragraph (g)(2)
of this section, this section applies to
credit card accounts that have been
acquired by the card issuer from another
card issuer. A card issuer that complies
with this section by reviewing the
factors described in paragraph (d)(1)(i)
must review the factors considered by
the card issuer from which it acquired
the accounts in connection with the rate
increase.

(2) Review of acquired portfolio. If,
not later than six months after the
acquisition of such accounts, a card
issuer reviews all of the credit card
accounts it acquires in accordance with
the factors that it currently considers in
determining the rates applicable to its
similar new credit card accounts:

(i) Except as provided in paragraph
(g)(2)(iii), the card issuer is required to
conduct reviews described in paragraph
(a) of this section only for rate increases
that are imposed as a result of its review
under this paragraph. See §§1026.9 and
1026.55 for additional requirements
regarding rate increases on acquired
accounts.

(ii) Except as provided in paragraph
(g)(2)(iii) of this section, the card issuer
is not required to conduct reviews in
accordance with paragraph (a) of this
section for any rate increases made prior
to the card issuer’s acquisition of such
accounts.

(iii) If as a result of the card issuer’s
review, an account is subject to, or
continues to be subject to, an increased
rate as a penalty, or due to the
consumer’s delinquency or default, the
requirements of paragraph (a) of this
section apply.

(h) Exceptions. (1) Servicemembers
Civil Relief Act exception. The
requirements of this section do not
apply to increases in an annual
percentage rate that was previously
decreased pursuant to 50 U.S.C. app.
527, provided that such a rate increase
is made in accordance with
§1026.55(b)(6).

(2) Charged off accounts. The
requirements of this section do not
apply to accounts that the card issuer
has charged off in accordance with loan-
loss provisions.

§1026.60 Credit and charge card
applications and solicitations.

(a) General rules. The card issuer shall
provide the disclosures required under
this section on or with a solicitation or
an application to open a credit or charge
card account.

(1) Definition of solicitation. For
purposes of this section, the term
solicitation means an offer by the card
issuer to open a credit or charge card
account that does not require the
consumer to complete an application. A
“firm offer of credit” as defined in
section 603(1) of the Fair Credit
Reporting Act (15 U.S.C. 1681a(l)) for a
credit or charge card is a solicitation for
purposes of this section.

(2) Form of disclosures; tabular
format. (i) The disclosures in paragraphs
(b)(1) through (5) (except for
(b)(1)(iv)(B)) and (b)(7) through (15) of
this section made pursuant to paragraph
(c), (d)(2), (e)(1) or (f) of this section
generally shall be in the form of a table
with headings, content, and format
substantially similar to any of the
applicable tables found in G-10 in
Appendix G to this part.

(ii) The table described in paragraph
(a)(2)(i) of this section shall contain only
the information required or permitted
by this section. Other information may
be presented on or with an application
or solicitation, provided such
information appears outside the
required table.

(iii) Disclosures required b
paragraphs (b)(1)(iv)(B), (b)(1)(iv)(C) and
(b)(6) of this section must be placed
directly beneath the table.

(iv) When a tabular format is required,
any annual percentage rate required to
be disclosed pursuant to paragraph
(b)(1) of this section, any introductory
rate required to be disclosed pursuant to
paragraph (b)(1)(ii) of this section, any
rate that will apply after a premium
initial rate expires required to be
disclosed under paragraph (b)(1)(iii) of
this section, and any fee or percentage
amounts or maximum limits on fee
amounts disclosed pursuant to
paragraphs (b)(2), (b)(4), (b)(8) through
(b)(13) of this section must be disclosed
in bold text. However, bold text shall
not be used for: The amount of any
periodic fee disclosed pursuant to
paragraph (b)(2) of this section that is
not an annualized amount; and other
annual percentage rates or fee amounts
disclosed in the table.

(v) For an application or a solicitation
that is accessed by the consumer in
electronic form, the disclosures required
under this section may be provided to
the consumer in electronic form on or
with the application or solicitation.

(vi)(A) Except as provided in
paragraph (a)(2)(vi)(B) of this section,
the table described in paragraph (a)(2)(i)
of this section must be provided in a
prominent location on or with an
application or a solicitation.

(B) If the table described in paragraph
(a)(2)(i) of this section is provided
electronically, it must be provided in
close proximity to the application or
solicitation.

(3) Fees based on a percentage. If the
amount of any fee required to be
disclosed under this section is
determined on the basis of a percentage
of another amount, the percentage used
and the identification of the amount
against which the percentage is applied
may be disclosed instead of the amount
of the fee.

(4) Fees that vary by state. Card
issuers that impose fees referred to in
paragraphs (b)(8) through (12) of this
section that vary by state may, at the
issuer’s option, disclose in the table
required by paragraph (a)(2)(i) of this
section: The specific fee applicable to
the consumer’s account; or the range of
the fees, if the disclosure includes a
statement that the amount of the fee
varies by state and refers the consumer
to a disclosure provided with the table
where the amount of the fee applicable
to the consumer’s account is disclosed.
A card issuer may not list fees for
multiple states in the table.

(5) Exceptions. This section does not
apply to:

(i) Home-equity plans accessible by a
credit or charge card that are subject to
the requirements of § 1026.40;

(ii) Overdraft lines of credit tied to
asset accounts accessed by check-
guarantee cards or by debit cards;

(iii) Lines of credit accessed by check-
guarantee cards or by debit cards that
can be used only at automated teller
machines;

(iv) Lines of credit accessed solely by
account numbers;

(v) Additions of a credit or charge
card to an existing open-end plan;

(vi) General purpose applications
unless the application, or material
accompanying it, indicates that it can be
used to open a credit or charge card
account; or

(vii) Consumer-initiated requests for
applications.

(b) Required disclosures. The card
issuer shall disclose the items in this
paragraph on or with an application or
a solicitation in accordance with the
requirements of paragraphs (c), (d),
(e)(1) or (f) of this section. A credit card
issuer shall disclose all applicable items
in this paragraph except for paragraph
(b)(7) of this section. A charge card
issuer shall disclose the applicable
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items in paragraphs (b)(2), (4), (7)
through (12), and (15) of this section.

(1) Annual percentage rate. Each
periodic rate that may be used to
compute the finance charge on an
outstanding balance for purchases, a
cash advance, or a balance transfer,
expressed as an annual percentage rate
(as determined by § 1026.14(b)). When
more than one rate applies for a category
of transactions, the range of balances to
which each rate is applicable shall also
be disclosed. The annual percentage rate
for purchases disclosed pursuant to this
paragraph shall be in at least 16-point
type, except for the following: Oral
disclosures of the annual percentage
rate for purchases; or a penalty rate that
may apply upon the occurrence of one
or more specific events.

(i) Variable rate information. If a rate
disclosed under paragraph (b)(1) of this
section is a variable rate, the card issuer
shall also disclose the fact that the rate
may vary and how the rate is
determined. In describing how the
applicable rate will be determined, the
card issuer must identify the type of
index or formula that is used in setting
the rate. The value of the index and the
amount of the margin that are used to
calculate the variable rate shall not be
disclosed in the table. A disclosure of
any applicable limitations on rate
increases shall not be included in the
table.

(ii) Discounted initial rate. If the
initial rate is an introductory rate, as
that term is defined in
§1026.16(g)(2)(ii), the card issuer must
disclose in the table the introductory
rate, the time period during which the
introductory rate will remain in effect,
and must use the term “introductory” or
“intro” in immediate proximity to the
introductory rate. The card issuer also
must disclose the rate that would
otherwise apply to the account pursuant
to paragraph (b)(1) of this section.
Where the rate is not tied to an index
or formula, the card issuer must disclose
the rate that will apply after the
introductory rate expires. In a variable-
rate account, the card issuer must
disclose a rate based on the applicable
index or formula in accordance with the
accuracy requirements set forth in
paragraphs (c)(2), (d)(3), or (e)(4) of this
section, as applicable.

(iii) Premium initial rate. If the initial
rate is temporary and is higher than the
rate that will apply after the temporary
rate expires, the card issuer must
disclose the premium initial rate
pursuant to paragraph (b)(1) of this
section and the time period during
which the premium initial rate will
remain in effect. Consistent with
paragraph (b)(1) of this section, the

premium initial rate for purchases must
be in at least 16-point type. The issuer
must also disclose in the table the rate
that will apply after the premium initial
rate expires, in at least 16-point type.

(iv) Penalty rates. (A) In general.
Except as provided in paragraph
(b)(1)(iv)(B) and (C) of this section, if a
rate may increase as a penalty for one
or more events specified in the account
agreement, such as a late payment or an
extension of credit that exceeds the
credit limit, the card issuer must
disclose pursuant to this paragraph
(b)(1) the increased rate that may apply,
a brief description of the event or events
that may result in the increased rate,
and a brief description of how long the
increased rate will remain in effect.

(B) Introductory rates. If the issuer
discloses an introductory rate, as that
term is defined in § 1026.16(g)(2)(ii), in
the table or in any written or electronic
promotional materials accompanying
applications or solicitations subject to
paragraph (c) or (e) of this section, the
issuer must briefly disclose directly
beneath the table the circumstances, if
any, under which the introductory rate
may be revoked, and the type of rate
that will apply after the introductory
rate is revoked.

(C) Employee preferential rates. If a
card issuer discloses in the table a
preferential annual percentage rate for
which only employees of the card
issuer, employees of a third party, or
other individuals with similar
affiliations with the card issuer or third
party, such as executive officers,
directors, or principal shareholders are
eligible, the card issuer must briefly
disclose directly beneath the table the
circumstances under which such
preferential rate may be revoked, and
the rate that will apply after such
preferential rate is revoked.

(v) Rates that depend on consumer’s
creditworthiness. If a rate cannot be
determined at the time disclosures are
given because the rate depends, at least
in part, on a later determination of the
consumer’s creditworthiness, the card
issuer must disclose the specific rates or
the range of rates that could apply and
a statement that the rate for which the
consumer may qualify at account
opening will depend on the consumer’s
creditworthiness, and other factors if
applicable. If the rate that depends, at
least in part, on a later determination of
the consumer’s creditworthiness is a
penalty rate, as described in paragraph
(b)(1)(iv) of this section, the card issuer
at its option may disclose the highest
rate that could apply, instead of
disclosing the specific rates or the range
of rates that could apply.

(vi) APRs that vary by state. Issuers
imposing annual percentage rates that
vary by state may, at the issuer’s option,
disclose in the table: the specific annual
percentage rate applicable to the
consumer’s account; or the range of the
annual percentage rates, if the
disclosure includes a statement that the
annual percentage rate varies by state
and refers the consumer to a disclosure
provided with the table where the
annual percentage rate applicable to the
consumer’s account is disclosed. A card
issuer may not list annual percentage
rates for multiple states in the table.

(2) Fees for issuance or availability. (i)
Any annual or other periodic fee that
may be imposed for the issuance or
availability of a credit or charge card,
including any fee based on account
activity or inactivity; how frequently it
will be imposed; and the annualized
amount of the fee.

(ii) Any non-periodic fee that relates
to opening an account. A card issuer
must disclose that the fee is a one-time
fee.

(3) Fixed finance charge; minimum
interest charge. Any fixed finance
charge and a brief description of the
charge. Any minimum interest charge if
it exceeds $1.00 that could be imposed
during a billing cycle, and a brief
description of the charge. The $1.00
threshold amount shall be adjusted
periodically by the Bureau to reflect
changes in the Consumer Price Index.
The Bureau shall calculate each year a
price level adjusted minimum interest
charge using the Consumer Price Index
in effect on June 1 of that year. When
the cumulative change in the adjusted
minimum value derived from applying
the annual Consumer Price level to the
current minimum interest charge
threshold has risen by a whole dollar,
the minimum interest charge will be
increased by $1.00. The issuer may, at
its option, disclose in the table
minimum interest charges below this
threshold.

(4) Transaction charges. Any
transaction charge imposed by the card
issuer for the use of the card for
purchases.

(5) Grace period. The date by which
or the period within which any credit
extended for purchases may be repaid
without incurring a finance charge due
to a periodic interest rate and any
conditions on the availability of the
grace period. If no grace period is
provided, that fact must be disclosed. If
the length of the grace period varies, the
card issuer may disclose the range of
days, the minimum number of days, or
the average number of days in the grace
period, if the disclosure is identified as
arange, minimum, or average. In
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disclosing in the tabular format a grace
period that applies to all types of
purchases, the phrase “How to Avoid
Paying Interest on Purchases” shall be
used as the heading for the row
describing the grace period. If a grace
period is not offered on all types of
purchases, in disclosing this fact in the
tabular format, the phrase ‘“Paying
Interest” shall be used as the heading
for the row describing this fact.

(6) Balance computation method. The
name of the balance computation
method listed in paragraph (g) of this
section that is used to determine the
balance for purchases on which the
finance charge is computed, or an
explanation of the method used if it is
not listed. In determining which balance
computation method to disclose, the
card issuer shall assume that credit
extended for purchases will not be
repaid within the grace period, if any.

(7) Statement on charge card
payments. A statement that charges
incurred by use of the charge card are
due when the periodic statement is
received.

(8) Cash advance fee. Any fee
imposed for an extension of credit in the
form of cash or its equivalent.

(9) Late payment fee. Any fee imposed
for a late payment.

10) Over-the-limit fee. Any fee

osed for exceeding a credit limit.
11) Balance transfer fee. Any fee
imposed to transfer an outstanding
balance.

(12) Returned-payment fee. Any fee
imposed by the card issuer for a
returned payment.

(13) Required insurance, debt
cancellation or debt suspension
coverage. (i) A fee for insurance
described in § 1026.4(b)(7) or debt
cancellation or suspension coverage
described in § 1026.4(b)(10), if the
insurance or debt cancellation or
suspension coverage is required as part
of the plan; and

(ii) A cross reference to any additional
information provided about the
insurance or coverage accompanying the
application or solicitation, as
applicable.

(14) Available credit. If a card issuer
requires fees for the issuance or
availability of credit described in
paragraph (b)(2) of this section, or
requires a security deposit for such
credit, and the total amount of those
required fees and/or security deposit
that will be imposed and charged to the
account when the account is opened is
15 percent or more of the minimum
credit limit for the card, a card issuer
must disclose the available credit
remaining after these fees or security
deposit are debited to the account,

 (
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assuming that the consumer receives the
minimum credit limit. In determining
whether the 15 percent threshold test is
met, the issuer must only consider fees
for issuance or availability of credit, or
a security deposit, that are required. If
fees for issuance or availability are
optional, these fees should not be
considered in determining whether the
disclosure must be given. Nonetheless,
if the 15 percent threshold test is met,
the issuer in providing the disclosure
must disclose the amount of available
credit calculated by excluding those
optional fees, and the available credit
including those optional fees. This
paragraph does not apply with respect
to fees or security deposits that are not
debited to the account.

(15) Web site reference. A reference to
the Web site established by the Bureau
and a statement that consumers may
obtain on the Web site information
about shopping for and using credit
cards. Until January 1, 2013, issuers
may substitute for this reference a
reference to the Web site established by
the Board of Governors of the Federal
Reserve System.

(c) Direct mail and electronic
applications and solicitations. (1)
General. The card issuer shall disclose
the applicable items in paragraph (b) of
this section on or with an application or
solicitation that is mailed to consumers
or provided to consumers in electronic
form.

(2) Accuracy. (i) Disclosures in direct
mail applications and solicitations must
be accurate as of the time the
disclosures are mailed. An accurate
variable annual percentage rate is one in
effect within 60 days before mailing.

(ii) Disclosures provided in electronic
form must be accurate as of the time
they are sent, in the case of disclosures
sent to a consumer’s email address, or
as of the time they are viewed by the
public, in the case of disclosures made
available at a location such as a card
issuer’s Web site. An accurate variable
annual percentage rate provided in
electronic form is one in effect within
30 days before it is sent to a consumer’s
email address, or viewed by the public,
as applicable.

(d) Telephone applications and
solicitations. (1) Oral disclosure. The
card issuer shall disclose orally the
information in paragraphs (b)(1) through
(7) and (b)(14) of this section, to the
extent applicable, in a telephone
application or solicitation initiated by
the card issuer.

(2) Alternative disclosure. The oral
disclosure under paragraph (d)(1) of this
section need not be given if the card
issuer either:

(i)(A) Does not impose a fee described
in paragraph (b)(2) of this section; or

(B) Imposes such a fee but provides
the consumer with a right to reject the
plan consistent with § 1026.5(b)(1)(iv);
and

(ii) The card issuer discloses in
writing within 30 days after the
consumer requests the card (but in no
event later than the delivery of the card)
the following:

(A) The applicable information in
paragraph (b) of this section; and

(B) As applicable, the fact that the
consumer has the right to reject the plan
and not be obligated to pay fees
described in paragraph (b)(2) or any
other fees or charges until the consumer
has used the account or made a payment
on the account after receiving a billing
statement.

(3) Accuracy. (i) The oral disclosures
under paragraph (d)(1) of this section
must be accurate as of the time they are
given.

(ii) The alternative disclosures under
paragraph (d)(2) of this section generally
must be accurate as of the time they are
mailed or delivered. A variable annual
percentage rate is one that is accurate if
it was:

(A) In effect at the time the
disclosures are mailed or delivered; or

(B) In effect as of a specified date
(which rate is then updated from time
to time, but no less frequently than each
calendar month).

(e) Applications and solicitations
made available to general public. The
card issuer shall provide disclosures, to
the extent applicable, on or with an
application or solicitation that is made
available to the general public,
including one contained in a catalog,
magazine, or other generally available
publication. The disclosures shall be
provided in accordance with paragraph
(e)(1) or (e)(2) of this section.

(1) Disclosure of required credit
information. The card issuer may
disclose in a prominent location on the
application or solicitation the following:

(i) The applicable information in
paragraph (b) of this section;

(ii) The date the required information
was printed, including a statement that
the required information was accurate
as of that date and is subject to change
after that date; and

(iii) A statement that the consumer
should contact the card issuer for any
change in the required information
since it was printed, and a toll-free
telephone number or a mailing address
for that purpose.

(2) No disclosure of credit
information. If none of the items in
paragraph (b) of this section is provided
on or with the application or



Federal Register/Vol. 76,

No. 246/ Thursday, December 22, 2011/Rules and Regulations

79831

solicitation, the card issuer may state in
a prominent location on the application
or solicitation the following:

(i) There are costs associated with the
use of the card; and

(ii) The consumer may contact the
card issuer to request specific
information about the costs, along with
a toll-free telephone number and a
mailing address for that purpose.

(3) Prompt response to requests for
information. Upon receiving a request
for any of the information referred to in
this paragraph, the card issuer shall
promptly and fully disclose the
information requested.

(4) Accuracy. The disclosures given
pursuant to paragraph (e)(1) of this
section must be accurate as of the date
of printing. A variable annual
percentage rate is accurate if it was in
effect within 30 days before printing.

(f) In-person applications and
solicitations. A card issuer shall
disclose the information in paragraph
(b) of this section, to the extent
applicable, on or with an application or
solicitation that is initiated by the card
issuer and given to the consumer in
person. A card issuer complies with the
requirements of this paragraph if the
issuer provides disclosures in
accordance with paragraph (c)(1) or
(e)(1) of this section.

(g) Balance computation methods
defined. The following methods may be
described by name. Methods that differ
due to variations such as the allocation
of payments, whether the finance charge
begins to accrue on the transaction date
or the date of posting the transaction,
the existence or length of a grace period,
and whether the balance is adjusted by
charges such as late payment fees,
annual fees and unpaid finance charges
do not constitute separate balance
computation methods.

(1)(i) Average daily balance (including
new purchases). This balance is figured
by adding the outstanding balance
(including new purchases and
deducting payments and credits) for
each day in the billing cycle, and then
dividing by the number of days in the
billing cycle.

(ii) Average daily balance (excluding
new purchases). This balance is figured
by adding the outstanding balance
(excluding new purchases and
deducting payments and credits) for
each day in the billing cycle, and then
dividing by the number of days in the
billing cycle.

(2) Adjusted balance. This balance is
figured by deducting payments and
credits made during the billing cycle
from the outstanding balance at the
beginning of the billing cycle.

(3) Previous balance. This balance is
the outstanding balance at the beginning
of the billing cycle.

(4) Daily balance. For each day in the
billing cycle, this balance is figured by
taking the beginning balance each day,
adding any new purchases, and
subtracting any payment and credits.

Appendix A to Part 1026—Effect on
State Laws

Request for Determination

A request for a determination that a state
law is inconsistent or that a state law is
substantially the same as the Act and
regulation shall be in writing and addressed
to the Executive Secretary, Bureau of
Consumer Financial Protection, 1700 G Street
NW., Washington, DC 20006. The request
shall be made pursuant to the procedures
herein.

Supporting Documents

A request for a determination shall include
the following items:

(1) The text of the state statute, regulation,
or other document that is the subject of the
request.

(2) Any other statute, regulation, or judicial
or administrative opinion that implements,
interprets, or applies the relevant provision.

(3) A comparison of the state law with the
corresponding provision of the Federal law,
including a full discussion of the basis for the
requesting party’s belief that the state
provision is either inconsistent or
substantially the same.

(4) Any other information that the
requesting party believes may assist the
Bureau in its determination.

Public Notice of Determination

Notice that the Bureau intends to make a
determination (either on request or on its
own motion) will be published in the Federal
Register, with an opportunity for public
comment, unless the Bureau finds that notice
and opportunity for comment would be
impracticable, unnecessary, or contrary to the
public interest and publishes its reasons for
such decision.

Subject to the Bureau’s rules on Disclosure
of Records and Information (12 CFR Part
1070), all requests made, including any
documents and other material submitted in
support of the requests, will be made
available for public inspection and copying.

Notice After Determination

Notice of a final determination will be
published in the Federal Register, and the
Bureau will furnish a copy of such notice to
the party who made the request and to the
appropriate state official.

Reversal of Determination

The Bureau reserves the right to reverse a
determination for any reason bearing on the
coverage or effect of state or Federal law.

Notice of reversal of a determination will
be published in the Federal Register and a
copy furnished to the appropriate state
official.

Appendix B to Part 1026—State
Exemptions

Application

Any state may apply to the Bureau for a
determination that a class of transactions
subject to state law is exempt from the
requirements of the Act and this part. An
application shall be in writing and addressed
to the Executive Secretary, Bureau of
Consumer Financial Protection, 1700 G
Street, NW., Washington, DC 20006, and
shall be signed by the appropriate state
official. The application shall be made
pursuant to the procedures herein.

Supporting Documents

An application shall be accompanied by:

(1) The text of the state statute or
regulation that is the subject of the
application, and any other statute, regulation,
or judicial or administrative opinion that
implements, interprets, or applies it.

(2) A comparison of the state law with the
corresponding provisions of the Federal law.

(3) The text of the state statute or
regulation that provides for civil and
criminal liability and administrative
enforcement of the state law.

(4) A statement of the provisions for
enforcement, including an identification of
the state office that administers the relevant
law, information on the funding and the
number and qualifications of personnel
engaged in enforcement, and a description of
the enforcement procedures to be followed,
including information on examination
procedures, practices, and policies. If an
exemption application extends to federally
chartered institutions, the applicant must
furnish evidence that arrangements have
been made with the appropriate Federal
agencies to ensure adequate enforcement of
state law in regard to such creditors.

(5) A statement of reasons to support the
applicant’s claim that an exemption should
be granted.

Public Notice of Application

Notice of an application will be published,
with an opportunity for public comment, in
the Federal Register, unless the Bureau finds
that notice and opportunity for comment
would be impracticable, unnecessary, or
contrary to the public interest and publishes
its reasons for such decision.

Subject to the Bureau’s rules on Disclosure
of Records and Information (12 CFR Part
1070), all applications made, including any
documents and other material submitted in
support of the applications, will be made
available for public inspection and copying.

Favorable Determination

If the Bureau determines on the basis of the
information before it that an exemption
should be granted, notice of the exemption
will be published in the Federal Register,
and a copy furnished to the applicant and to
each Federal official responsible for
administrative enforcement.

The appropriate state official shall inform
the Bureau within 30 days of any change in
its relevant law or regulations. The official
shall file with the Bureau such periodic
reports as the Bureau may require.
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The Bureau will inform the appropriate
state official of any subsequent amendments
to the Federal law, regulation,
interpretations, or enforcement policies that
might require an amendment to state law,
regulation, interpretations, or enforcement
procedures.

Adverse Determination

If the Bureau makes an initial
determination that an exemption should not
be granted, the Bureau will afford the
applicant a reasonable opportunity to
demonstrate further that an exemption is
proper. If the Bureau ultimately finds that an
exemption should not be granted, notice of
an adverse determination will be published
in the Federal Register and a copy furnished
to the applicant.

Revocation of Exemption

The Bureau reserves the right to revoke an
exemption if at any time it determines that
the standards required for an exemption are
not met.

Before taking such action, the Bureau will
notify the appropriate state official of its
intent, and will afford the official such
opportunity as it deems appropriate in the
circumstances to demonstrate that revocation
is improper. If the Bureau ultimately finds
that revocation is proper, notice of the
Bureau’s intention to revoke such exemption
will be published in the Federal Register
with a reasonable period of time for
interested persons to comment.

Notice of revocation of an exemption will
be published in the Federal Register. A copy
of such notice will be furnished to the
appropriate state official and to the Federal
officials responsible for enforcement. Upon
revocation of an exemption, creditors in that
state shall then be subject to the requirements
of the Federal law.

Appendix C to Part 1026—Issuance of
Official Interpretations

Official Interpretations

Interpretations of this part issued by
officials of the Bureau provide the protection
afforded under section 130(f) of the Act.

Except in unusual circumstances, such
interpretations will not be issued separately
but will be incorporated in an official
commentary to the regulation which will be
amended periodically.

Requests for Issuance of Official
Interpretations

A request for an official interpretation shall
be in writing and addressed to the Assistant
Director, Office of Regulations, Division of
Research, Markets, and Regulations, Bureau
of Consumer Financial Protection, 1700 G
Street, NW., Washington, DC 20006. The
request shall contain a complete statement of
all relevant facts concerning the issue,
including copies of all pertinent documents.

Scope of Interpretations

No interpretations will be issued approving
creditors’ forms, statements, or calculation
tools or methods. This restriction does not
apply to forms, statements, tools, or methods
whose use is required or sanctioned by a
government agency.

Appendix D to Part 1026—Multiple
Advance Construction Loans

Section 1026.17(c)(6) permits creditors to
treat multiple advance loans to finance
construction of a dwelling that may be
permanently financed by the same creditor
either as a single transaction or as more than
one transaction. If the actual schedule of
advances is not known, the following
methods may be used to estimate the interest
portion of the finance charge and the annual
percentage rate and to make disclosures. If
the creditor chooses to disclose the
construction phase separately, whether
interest is payable periodically or at the end
of construction, part I may be used. If the
creditor chooses to disclose the construction
and the permanent financing as one
transaction, part I may be used.

Part I—Construction Period Disclosed
Separately

A. If interest is payable only on the amount
actually advanced for the time it is
outstanding:

1. Estimated interest—Assume that one-
half of the commitment amount is
outstanding at the contract interest rate for
the entire construction period.

2. Estimated annual percentage rate—
Assume a single payment loan that matures
at the end of the construction period. The
finance charge is the sum of the estimated
interest and any prepaid finance charge. The
amount financed for computation purposes is
determined by subtracting any prepaid
finance charge from one-half of the
commitment amount.

3. Repayment schedule—The number and
amounts of any interest payments may be
omitted in disclosing the payment schedule
under § 1026.18(g). The fact that interest
payments are required and the timing of such
payments shall be disclosed.

4. Amount financed—The amount financed
for disclosure purposes is the entire
commitment amount less any prepaid
finance charge.

B. If interest is payable on the entire
commitment amount without regard to the
dates or amounts of actual disbursement:

1. Estimated interest—Assume that the
entire commitment amount is outstanding at
the contract interest rate for the entire
construction period.

2. Estimated annual percentage rate—
Assume a single payment loan that matures
at the end of the construction period. The
finance charge is the sum of the estimated
interest and any prepaid finance charge. The
amount financed for computation purposes is
determined by subtracting any prepaid
finance charge from one-half of the
commitment amount.

3. Repayment schedule—Interest payments
shall be disclosed in making the repayment
schedule disclosure under § 1026.18(g).

4. Amount financed—The amount financed
for disclosure purposes is the entire
commitment amount less any prepaid
finance charge.
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Example:

Assume a $50,000 loan commitment at 10.5% interest with a S-month construction
period and a prepaid finance charge of 2 points.

(A}

Estimated Interest:

$25,000 x 105 2 12 x &

Estimated AFR:

(1,093.75 + 1,000) x 100 + 5 x 12 =
{25,600 - 1,000}

Disclosures:
Amount financed

Prepaid finance charge

F INANCE CHARGE (Estimate)

ANNUAL PERCENTAGE RATE (Estimate) 20.94%

Repayment:
$50,000 on 12-12-80.

paid monthly.

Total of payments (Estimate) $51,093.75

Part II—Construction and Permanent
Financing Disclosed as One Transaction

A. The creditor shall estimate the interest
payable during the construction period to be
included in the total finance charge as
follows:

1. If interest is payable only on the amount
actually advanced for the time it is
outstanding, assume that one-half of the
commitment amount is outstanding at the
contract interest rate for the entire
construction period.

2. If interest is payable on the entire
commitment amount without regard to the
dates or amounts of actual disbursements,
assume that the entire commitment amount

One payment of principal of
Interest on the
amount of credit outstanding will be

= $1,093.75

(8)

$50,000 x .105 + 12 x 5 = $2,187.50

(2,187.50 + 1,000) x 100 + 5 x 12 =

20.94%
$49,000,00

1,000.00

2,093.75

on 12-12-80.

is outstanding at the contract rate for the
entire construction period.

B. The creditor shall compute the
estimated annual percentage rate as follows:
1. Estimated interest payable during the

construction period shall be treated for
computation purposes as a prepaid finance
charge (although it shall not be treated as a
prepaid finance charge for disclosure
purposes).

2. The number of payment shall not
include any payments of interest only that
are made during the construction period.

3. The first payment period shall consist of
one-half of the construction period plus the
period between the end of the construction
period and the amortization payment.

(25,000 - 1,000)

31.88%

$49,000.00
1,000.00
3,187.50

31.88%

4 monthly payments of $437.50, beginning
8-12-80, and a final payment of $50,437.50

$52,187.50

C. The creditor shall disclose the
repayment schedule as follows:

1. For loans under paragraph A.1. of Part
11, without reflecting the number or amounts
of payments of interest only that are made
during the construction period. The fact that
interest payments must be made and the
timing of such payments shall be disclosed.

2. For loans under paragraph A.2. of Part
11, including any payments of interest only
that are made during the construction period.

D. The creditor shall disclose the amount
financed as the entire commitment amount
less any prepaid finance charge.

BILLING CODE 4810-AM-P
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Example:

Assume a $50,000 loan commitment at 10.5% interest with a 5-month construction
period and a prepaid finance charge of 2 points, followed by 30-year permanent
financing at the same rate with monthly amortization payments of $457,37.

Computation of Estimated APR

Estimated construction interest:
$25,000 x .105 + 12 x 5 =
Estimated total finance charge:

360 x $457.37 = $164,653.20

Principal - 50,000.00
Interest on
Permanent Fin. 114,653,20
Construction
Interest + 1,093,75
Points + 1,000.00

Estimated amount financed:

Principal $ 50,000,00
Construction

Interest - 1,093,75
Points - 1,000.00

Number of payments

Payment amount

First payment period (5 + 2) + 1

Estimated APR {Actuarial)

Estimated APR (Volume I):
11,674,695 = 243.70 = FC/$100

17.306.25

First period adjustment =
3 mo., 15 days = +5.0

Interest on
Amount Advanced

Interest on
Entire Commitment

$1,093.75

$116,746.95

$ 47,906.25
360
$ 457,37
3 1/2 months
10.75%

Using 365 payment 1ine, the figure
closest to 243.70 is 247.00, which

corresponds to an APR of

Mount financed

Prepaid finance charge

FINANCE CHARGE (Estimate)

ANNUAL PERCENTAGE RATE (Estimate)

Repayment: Interest on the amount
of credit outstanding during the
construction period will be paid
monthly, followed by 360 monthly
gim:s of $457,37, beginning

Total of payments (Estimate)

BILLING CODE 4810-AM-C

112

Disclosures

$ 49,000.00

1,000.00

116,746.95
11%

$165,746.95

$50,000 x .105 s+ 12 x § = $2,187.50

$164,653.20
- 50,000.00

114,653.20

+ 2,187,50

+ 1,000.00 $117,840.70

$ 50,000.00

- 2,187.50
- 1,000.00 $ 46,812.50
360
$ 457,37
(542)+1 3 1/2 months
11,032

11,784,070 = 251.73 = FC/$100

98,812.50

First period adjustment =
3 mo., 15 days = +5.0

Using 365 payment line, the
figure closest to 25i.73 is

253.93, which corresponds to
an APR of 11.25%

$ 49,000.00
1,000.00
117,840.70
11.25%
5 monthly payments of $437.50
beginning 8-12-80, followed by 360

monthly payments of $457,37 begin-
ning 1-12-81.

$166,840.70
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Appendix E to Part 1026—Rules for
Card Issuers That Bill on a
Transaction-by-Transaction Basis

The following provisions of Subpart B
apply if credit cards are issued and the card
issuer and the seller are the same or related
persons; no finance charge is imposed;
consumers are billed in full for each use of
the card on a transaction-by-transaction
basis, by means of an invoice or other
statement reflecting each use of the card; and
no cumulative account is maintained which
reflects the transactions by each consumer
during a period of time, such as a month. The
term ‘“‘related person” refers to, for example,
a franchised or licensed seller of a creditor’s
product or service or a seller who assigns or
sells sales accounts to a creditor or arranges
for credit under a plan that allows the
consumer to use the credit only in
transactions with that seller. A seller is not
related to the creditor merely because the
seller and the creditor have an agreement
authorizing the seller to honor the creditor’s
credit card.

1. Section 1026.6(a)(5) or § 1026.6(b)(5)(iii).

2. Section 1026.6(a)(2) or
§1026.6(b)(3)(ii)(B), as applicable. The
disclosure required by § 1026.6(a)(2) or
§1026.6(b)(3)(ii)(B) shall be limited to those
charges that are or may be imposed as a
result of the deferral of payment by use of the
card, such as late payment or delinquency
charges. A tabular format is not required.

3. Section 1026.6(a)(4) or § 1026.6(b)(5)(ii).

4. Section 1026.7(a)(2) or § 1026.7(b)(2), as
applicable; § 1026.7(a)(9) or § 1026.7(b)(9), as
applicable. Creditors may comply by placing
the required disclosures on the invoice or
statement sent to the consumer for each
transaction.

5. Section 1026.9(a). Creditors may comply
by mailing or delivering the statement
required by § 1026.6(a)(5) or
§ 1026.6(b)(5)(iii) (see Appendix G-3 and G-
3(A) to this part) to each consumer receiving
a transaction invoice during a one-month
period chosen by the card issuer or by
sending either the statement prescribed by
§1026.6(a)(5) or § 1026.6(b)(5)(iii), or an
alternative billing error rights statement
substantially similar to that in Appendix G-
4 and G—4(A) to this part, with each invoice
sent to a consumer.

6. Section 1026.9(c). A tabular format is not
required.

7. Section 1026.10.

8. Section 1026.11(a). This section applies
when a card issuer receives a payment or
other credit that exceeds by more than $1 the
amount due, as shown on the transaction
invoice. The requirement to credit amounts
to an account may be complied with by other
reasonable means, such as by a credit
memorandum. Since no periodic statement is
provided, a notice of the credit balance shall
be sent to the consumer within a reasonable
period of time following its occurrence
unless a refund of the credit balance is
mailed or delivered to the consumer within
seven business days of its receipt by the card
issuer.

9. Section 1026.12 including § 1026.12(c)
and (d), as applicable. Section 1026.12(e) is
inapplicable.

10. Section 1026.13, as applicable. All
references to “periodic statement” shall be
read to indicate the invoice or other
statement for the relevant transaction. All
actions with regard to correcting and
adjusting a consumer’s account may be taken
by issuing a refund or a new invoice, or by
other appropriate means consistent with the
purposes of the section.

11. Section 1026.15, as applicable.

Appendix F to Part 1026—Optional
Annual Percentage Rate Computations
for Creditors Offering Open-End Credit
Plans Secured by a Consumer’s
Dwelling

In determining the denominator of the
fraction under § 1026.14(c)(3), no amount
will be used more than once when adding the
sum of the balances subject to periodic rates
to the sum of the amounts subject to specific
transaction charges. (Where a portion of the
finance charge is determined by application
of one or more daily periodic rates, the
phrase “sum of the balances” shall also mean
the “average of daily balances.”) In every
case, the full amount of transactions subject
to specific transaction charges shall be
included in the denominator. Other balances
or parts of balances shall be included
according to the manner of determining the
balance subject to a periodic rate, as
illustrated in the following examples of
accounts on monthly billing cycles:

1. Previous balance—none.

A specific transaction of $100 occurs on
the first day of the billing cycle. The average
daily balance is $100. A specific transaction
charge of 3% is applicable to the specific
transaction. The periodic rate is 1#%
applicable to the average daily balance. The
numerator is the amount of the finance
charge, which is $4.50. The denominator is
the amount of the transaction (which is
$100), plus the amount by which the balance
subject to the periodic rate exceeds the
amount of the specific transactions (such
excess in this case is 0), totaling $100.

The annual percentage rate is the quotient
(which is 44%) multiplied by 12 (the number
of months in a year), i.e., 54%.

2. Previous balance—$100.

A specific transaction of $100 occurs at the
midpoint of the billing cycle. The average
daily balance is $150. A specific transaction
charge of 3% is applicable to the specific
transaction. The periodic rate is 1%
applicable to the average daily balance. The
numerator is the amount of the finance
charge which is $5.25. The denominator is
the amount of the transaction (which is
$100), plus the amount by which the balance
subject to the periodic rate exceeds the
amount of the specific transaction (such
excess in this case is $50), totaling $150. As
explained in example 1, the annual
percentage rate is 3% x 12 = 42%.

3. If, in example 2, the periodic rate applies
only to the previous balance, the numerator
is $4.50 and the denominator is $200 (the
amount of the transaction, $100, plus the
balance subject only to the periodic rate, the
$100 previous balance). As explained in
example 1, the annual percentage rate is 2:%
x12=27%.

4. If, in example 2, the periodic rate applies
only to an adjusted balance (previous balance
less payments and credits) and the consumer
made a payment of $50 at the midpoint of the
billing cycle, the numerator is $3.75 and the
denominator is $150 (the amount of the
transaction, $100, plus the balance subject to
the periodic rate, the $50 adjusted balance).
As explained in example 1, the annual
percentage rate is 24% x 12 = 30%.

5. Previous balance—$100.

A specific transaction (check) of $100
occurs at the midpoint of the billing cycle.
The average daily balance is $150. The
specific transaction charge is $.25 per check.
The periodic rate is 14% applied to the
average daily balance. The numerator is the
amount of the finance charge, which is $2.50
and includes the $.25 check charge and the
$2.25 resulting from the application of the
periodic rate. The denominator is the full
amount of the specific transaction (which is
$100) plus the amount by which the average
daily balance exceeds the amount of the
specific transaction (which in this case is
$50), totaling $150. As explained in example
1, the annual percentage rate would be 1-2/
3% x 12 = 20%.

6. Previous balance—none.

A specific transaction of $100 occurs at the
midpoint of the billing cycle. The average
daily balance is $50. The specific transaction
charge is 3% of the transaction amount or
$3.00. The periodic rate is 1% per month
applied to the average daily balance. The
numerator is the amount of the finance
charge, which is $3.75, including the $3.00
transaction charge and $.75 resulting from
application of the periodic rate. The
denominator is the full amount of the
specific transaction ($100) plus the amount
by which the balance subject to the periodic
rate exceeds the amount of the transaction
($0). Where the specific transaction amount
exceeds the balance subject to the periodic
rate, the resulting number is considered to be
zero rather than a negative number ($50 —
$100 = — $50). The denominator, in this case,
is $100. As explained in example 1, the
annual percentage rate is 34% X 12 = 45%.

Appendix G to Part 1026—Open-End
Model Forms and Clauses

G-1 Balance Computation Methods Model
Clauses (Home-equity Plans) (§§1026.6
and 1026.7)

G-1(A) Balance Computation Methods
Model Clauses (Plans other than Home-
equity Plans) (§§1026.6 and 1026.7)

G-2 Liability for Unauthorized Use Model
Clause (Home-equity Plans) (§ 1026.12)

G-2(A) Liability for Unauthorized Use
Model Clause (Plans Other Than Home-
equity Plans) (§ 1026.12)

G-3 Long-Form Billing-Error Rights Model
Form (Home-equity Plans) (§§1026.6
and 1026.9)

G-3(A Long-Form Billing-Error Rights
Model Form (Plans Other Than Home-
equity Plans) (§§1026.6 and 1026.9)

G—4 Alternative Billing-Error Rights Model
Form (Home-equity Plans) (§ 1026.9)

G—-4(A Alternative Billing-Error Rights
Model Form (Plans Other Than Home-
equity Plans) (§ 1026.9)

G-5 Rescission Model Form (When
Opening an Account) (§ 1026.15)
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G—6 Rescission Model Form (For Each
Transaction) (§1026.15)

G-7 Rescission Model Form (When
Increasing the Credit Limit) (§ 1026.15)

G—8 Rescission Model Form (When Adding
a Security Interest) (§ 1026.15)

G—9 Rescission Model Form (When
Increasing the Security) (§ 1026.15)

G-10(A) Applications and Solicitations
Model Form (Credit Cards) (§ 1026.60(b))

G-10(B) Applications and Solicitations
Sample (Credit Cards) (§ 1026.60(b))

G-10(C) Applications and Solicitations
Sample (Credit Cards) (§ 1026.60(b))

G-10(D) Applications and Solicitations
Model Form (Charge Cards)

(§ 1026.60(b))

G-10(E) Applications and Solicitations
Sample (Charge Cards) (§ 1026.60(b))

G-11 Applications and Solicitations Made
Available to General Public Model
Clauses (§1026.60(e))

G-12 Reserved

G-13(A) Change in Insurance Provider
Model Form (Combined Notice)

(§ 1026.9(f)

G-13(B) Change in Insurance Provider
Model Form (§ 1026.9(f)(2))

G-14A Home-equity Sample

G-14B Home-equity Sample

G-1 Home-equity Model Clauses

G-16(A) Debt Suspension Model Clause
(§1026.4(d)(3))

G-16(B) Debt Suspension Sample

(§1026.4(d)(3))

G-17(A) Account-opening Model Form
(§1026.6(b)(2))

G-17(B) Account-opening Sample
(§1026.6(b)(2))

G-17(C) Account-opening Sample
(§1026.6(b)(2))

G-17(D) Account-opening Sample
(§1026.6(b)(2))

G-18(A) Transactions; Interest Charges; Fees
Sample (§ 1026.7(b))

G-18(B) Late Payment Fee Sample
(§1026.7(b))

G-18(C)(1) Minimum Payment Warning
(When Amortization Occurs and the 36—
Month Disclosures Are Required)
(§1026.7(b))

G-18(C)(2) Minimum Payment Warning
(When Amortization Occurs and the 36—
Month Disclosures Are Not Required)
(§1026.7(b))

G-18(C)(3) Minimum Payment Warning
(When Negative or No Amortization
Occurs) (§1026.7(b))

G-18(D) Periodic Statement New Balance,
Due Date, Late Payment and Minimum
Payment Sample (Credit cards)
(§1026.7(b))

G—18(E) [Reserved]

G—18(F) Periodic Statement Form

G—18(G) Periodic Statement Form

G—18(H) Deferred Interest Periodic Statement
Clause

G-19 Checks Accessing a Credit Gard
Account Sample (§ 1026.9(b)(3))

G-20 Change-in-Terms Sample (Increase in
Annual Percentage Rate) (§ 1026.9(c)(2))

G-21 Change-in-Terms Sample (Increase in
Fees) (§1026.9(c)(2))

G-22 Penalty Rate Increase Sample
(Payment 60 or Fewer Days Late)
(§1026.9(g)(3))

G-23 Penalty Rate Increase Sample
(Payment More Than 60 Days Late)
(§1026.9(g)(3))

G-24 Deferred Interest Offer Clauses
(§1026.16(h))

G—25(A) Consent Form for Over-the-Limit
Transactions (§1026.56)

G-25(B) Revocation Notice for Periodic
Statement Regarding Over-the-Limit
Transactions (§ 1026.56)

G-1—Balance Computation Methods Model
Clauses (Home-Equity Plans)

(a) Adjusted Balance Method

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the “adjusted balance” of your account.
We get the “adjusted balance” by taking the
balance you owed at the end of the previous
billing cycle and subtracting [any unpaid
finance charges and] any payments and
credits received during the present billing
cycle.

(b) Previous Balance Method

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the amount you owe at the beginning of
each billing cycle [minus any unpaid finance
charges]. We do not subtract any payments or
credits received during the billing cycle. [The
amount of payments and credits to your
account this billing cycle was $ 1
(c) Average Daily Balance Method (Excluding

Current Transactions)

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the “average daily balance” of your
account (excluding current transactions). To
get the “average daily balance” we take the
beginning balance of your account each day
and subtract any payments or credits [and
any unpaid finance charges]. We do not add
in any new [purchases/advances/loans]. This
gives us the daily balance. Then, we add all
the daily balances for the billing cycle
together and divide the total by the number
of days in the billing cycle. This gives us the
“average daily balance.”

(d) Average Daily Balance Method (Including
Current Transactions)

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the “average daily balance” of your
account (including current transactions). To
get the “average daily balance” we take the
beginning balance of your account each day,
add any new [purchases/advances/loans],
and subtract any payments or credits, [and
unpaid finance charges]. This gives us the
daily balance. Then, we add up all the daily
balances for the billing cycle and divide the
total by the number of days in the billing
cycle. This gives us the “average daily
balance.”

(e) Ending Balance Method

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the amount you owe at the end of each
billing cycle (including new purchases and
deducting payments and credits made during
the billing cycle).

(f) Daily Balance Method (Including Current
Transactions)

We figure [a portion of] the finance charge
on your account by applying the periodic rate
to the “daily balance” of your account for

each day in the billing cycle. To get the

“daily balance” we take the beginning

balance of your account each day, add any

new [purchases/advances/fees], and subtract

[any unpaid finance charges and] any

payments or credits. This gives us the daily

balance.

G—1(A)—Balance Computation Methods
Model Clauses (Plans Other Than Home-
Equity Plans)

(a) Adjusted Balance Method
We figure the interest charge on your

account by applying the periodic rate to the

“adjusted balance” of your account. We get

the “adjusted balance” by taking the balance

you owed at the end of the previous billing
cycle and subtracting [any unpaid interest or
other finance charges and] any payments and
credits received during the present billing
cycle.

(b) Previous Balance Method
We figure the interest charge on your

account by applying the periodic rate to the

amount you owe at the beginning of each
billing cycle. We do not subtract any
payments or credits received during the
billing cycle.

(c) Average Daily Balance Method (Excluding

Current Transactions)

We figure the interest charge on your
account by applying the periodic rate to the
“average daily balance” of your account. To
get the “average daily balance” we take the
beginning balance of your account each day
and subtract [any unpaid interest or other
finance charges and] any payments or credits.
We do not add in any new [purchases/
advances/fees]. This gives us the daily
balance. Then, we add all the daily balances
for the billing cycle together and divide the
total by the number of days in the billing
cycle. This gives us the “average daily
balance.”

(d) Average Daily Balance Method (Including

Current Transactions)

We figure the interest charge on your
account by applying the periodic rate to the
“average daily balance” of your account. To
get the “average daily balance” we take the
beginning balance of your account each day,
add any new [purchases/advances/fees], and
subtract [any unpaid interest or other finance
charges and| any payments or credits. This
gives us the daily balance. Then, we add up
all the daily balances for the billing cycle and
divide the total by the number of days in the
billing cycle. This gives us the “average daily
balance.”

(e) Ending Balance Method
We figure the interest charge on your

account by applying the periodic rate to the

amount you owe at the end of each billing
cycle (including new [purchases/advances/
fees] and deducting payments and credits
made during the billing cycle).

(f) Daily Balance Method (Including Current

Transactions)

We figure the interest charge on your
account by applying the periodic rate to the
“daily balance” of your account for each day
in the billing cycle. To get the “daily
balance” we take the beginning balance of
your account each day, add any new
[purchases/advances/fees], and subtract [any
unpaid interest or other finance charges and]
any payments or credits. This gives us the
daily balance.
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G—2—TLiability for Unauthorized Use Model
Clause (Home-Equity Plans)

You may be liable for the unauthorized use
of your credit card [or other term that
describes the credit card]. You will not be
liable for unauthorized use that occurs after
you notify [name of card issuer or its
designee] at [address], orally or in writing, of
the loss, theft, or possible unauthorized use.
[You may also contact us on the Web:
[Creditor Web or email address]] In any case,
your liability will not exceed [insert $50 or
any lesser amount under agreement with the
cardholder].

G—2(A)—Liability for Unauthorized Use
Model Clause (Plans Other Than Home-
Equity Plans)

If you notice the loss or theft of your credit
card or a possible unauthorized use of your
card, you should write to us immediately at:
[address] [address listed on your bill],

or call us at [telephone number].

[You may also contact us on the Web:
[Creditor Web or email address]]

You will not be liable for any unauthorized
use that occurs after you notify us. You may,
however, be liable for unauthorized use that
occurs before your notice to us. In any case,
your liability will not exceed [insert $50 or
any lesser amount under agreement with the
cardholder].

G-3—Long-Form Billing-Error Rights Model
Form (Home-Equity Plans)

YOUR BILLING RIGHTS

KEEP THIS NOTICE FOR FUTURE USE

This notice contains important information
about your rights and our responsibilities
under the Fair Credit Billing Act.

Notify Us in Case of Errors or Questions
About Your Bill

If you think your bill is wrong, or if you
need more information about a transaction on
your bill, write us [on a separate sheet] at
[address] [the address listed on your bill].
Write to us as soon as possible. We must hear
from you no later than 60 days after we sent
you the first bill on which the error or
problem appeared. [You may also contact us
on the Web: [Creditor Web or email address]]
You can telephone us, but doing so will not
preserve your rights.

In your letter, give us the following
information:

¢ Your name and account number.

e The dollar amount of the suspected
€ITOT.

e Describe the error and explain, if you
can, why you believe there is an error. If you
need more information, describe the item you
are not sure about.

If you have authorized us to pay your
credit card bill automatically from your
savings or checking account, you can stop the
payment on any amount you think is wrong.
To stop the payment your letter must reach
us three business days before the automatic
payment is scheduled to occur.

Your Rights and Our Responsibilities After
We Receive Your Written Notice

We must acknowledge your letter within
30 days, unless we have corrected the error
by then. Within 90 days, we must either
correct the error or explain why we believe
the bill was correct.

After we receive your letter, we cannot try
to collect any amount you question, or report
you as delinquent. We can continue to bill
you for the amount you question, including
finance charges, and we can apply any
unpaid amount against your credit limit. You
do not have to pay any questioned amount
while we are investigating, but you are still
obligated to pay the parts of your bill that are
not in question.

If we find that we made a mistake on your
bill, you will not have to pay any finance
charges related to any questioned amount. If
we didn’t make a mistake, you may have to
pay finance charges, and you will have to
make up any missed payments on the
questioned amount. In either case, we will
send you a statement of the amount you owe
and the date that it is due.

If you fail to pay the amount that we think
you owe, we may report you as delinquent.
However, if our explanation does not satisfy
you and you write to us within ten days
telling us that you still refuse to pay, we must
tell anyone we report you to that you have
a question about your bill. And, we must tell
you the name of anyone we reported you to.
We must tell anyone we report you to that
the matter has been settled between us when
it finally is.

If we don’t follow these rules, we can’t
collect the first $50 of the questioned
amount, even if your bill was correct.

Special Rule for Credit Card Purchases

If you have a problem with the quality of
property or services that you purchased with
a credit card, and you have tried in good faith
to correct the problem with the merchant,
you may have the right not to pay the
remaining amount due on the property or
services.

There are two limitations on this right:

(a) You must have made the purchase in
your home state or, if not within your home
state within 100 miles of your current
mailing address; and

(b) The purchase price must have been
more than $50.

These limitations do not apply if we own
or operate the merchant, or if we mailed you
the advertisement for the property or
services.

G-3(A)—Long-Form Billing-Error Rights
Model Form (Plans Other Than Home-Equity
Plans)

Your Billing Rights: Keep This Document For
Future Use

This notice tells you about your rights and
our responsibilities under the Fair Credit
Billing Act.

What To Do If You Find A Mistake On Your
Statement

If you think there is an error on your
statement, write to us at:

[Creditor Name]

[Creditor Address]

[You may also contact us on the Web:
[Creditor Web or email address]]

In your letter, give us the following
information:

e Account information: Your name and
account number.

e Dollar amount: The dollar amount of the
suspected error.

e Description of problem: If you think
there is an error on your bill, describe what
you believe is wrong and why you believe it
is a mistake.

You must contact us:

e Within 60 days after the error appeared
on your statement.

o At least 3 business days before an
automated payment is scheduled, if you want
to stop payment on the amount you think is
wrong.

You must notify us of any potential errors
in writing [or electronically]. You may call
us, but if you do we are not required to
investigate any potential errors and you may
have to pay the amount in question.

What Will Happen After We Receive Your
Letter

When we receive your letter, we must do
two things:

1. Within 30 days of receiving your letter,
we must tell you that we received your letter.
We will also tell you if we have already
corrected the error.

2. Within 90 days of receiving your letter,
we must either correct the error or explain to
you why we believe the bill is correct.

While we investigate whether or not there
has been an error:

e We cannot try to collect the amount in
question, or report you as delinquent on that
amount.

e The charge in question may remain on
your statement, and we may continue to
charge you interest on that amount.

e While you do not have to pay the
amount in question, you are responsible for
the remainder of your balance.

e We can apply any unpaid amount
against your credit limit.

After we finish our investigation, one of
two things will happen:

o If we made a mistake: You will not have
to pay the amount in question or any interest
or other fees related to that amount.

o If we do not believe there was a mistake:
You will have to pay the amount in question,
along with applicable interest and fees. We
will send you a statement of the amount you
owe and the date payment is due. We may
then report you as delinquent if you do not
pay the amount we think you owe.

If you receive our explanation but still
believe your bill is wrong, you must write to
us within 10 days telling us that you still
refuse to pay. If you do so, we cannot report
you as delinquent without also reporting that
you are questioning your bill. We must tell
you the name of anyone to whom we
reported you as delinquent, and we must let
those organizations know when the matter
has been settled between us.

If we do not follow all of the rules above,
you do not have to pay the first $50 of the
amount you question even if your bill is
correct.

Your Rights If You Are Dissatisfied With
Your Credit Card Purchases

If you are dissatisfied with the goods or
services that you have purchased with your
credit card, and you have tried in good faith
to correct the problem with the merchant,
you may have the right not to pay the
remaining amount due on the purchase.
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To use this right, all of the following must
be true:

1. The purchase must have been made in
your home state or within 100 miles of your
current mailing address, and the purchase
price must have been more than $50. (Note:
Neither of these are necessary if your
purchase was based on an advertisement we
mailed to you, or if we own the company that
sold you the goods or services.)

2. You must have used your credit card for
the purchase. Purchases made with cash
advances from an ATM or with a check that
accesses your credit card account do not
qualify.

3. You must not yet have fully paid for the
purchase.

If all of the criteria above are met and you
are still dissatisfied with the purchase,
contact us in writing [or electronically] at:

[Creditor Name]

[Creditor Address]

[[Creditor Web or email address]]

While we investigate, the same rules apply
to the disputed amount as discussed above.
After we finish our investigation, we will tell
you our decision. At that point, if we think
you owe an amount and you do not pay, we
may report you as delinquent.

G-4—Alternative Billing-Error Rights Model
Form (Home-Equity Plans)

BILLING RIGHTS SUMMARY

In Case of Errors or Questions About Your
Bill

If you think your bill is wrong, or if you
need more information about a transaction on
your bill, write us [on a separate sheet] at
[address] [the address shown on your bill] as
soon as possible. [You may also contact us
on the Web: [Creditor Web or email address].]
We must hear from you no later than 60 days
after we sent you the first bill on which the
error or problem appeared. You can
telephone us, but doing so will not preserve
your rights.

In your letter, give us the following
information:

e Your name and account number.

e The dollar amount of the suspected
erTor.

e Describe the error and explain, if you
can, why you believe there is an error. If you
need more information, describe the item you
are unsure about.

You do not have to pay any amount in
question while we are investigating, but you
are still obligated to pay the parts of your bill
that are not in question. While we investigate
your question, we cannot report you as
delinquent or take any action to collect the
amount you question.

Special Rule for Credit Card Purchases

If you have a problem with the quality of
goods or services that you purchased with a
credit card, and you have tried in good faith
to correct the problem with the merchant,
you may not have to pay the remaining
amount due on the goods or services. You
have this protection only when the purchase
price was more than $50 and the purchase
was made in your home state or within 100
miles of your mailing address. (If we own or
operate the merchant, or if we mailed you the
advertisement for the property or services, all
purchases are covered regardless of amount
or location of purchase.)

G-4(A)—Alternative Billing-Error Rights
Model Form (Plans Other Than Home-Equity
Plans)

What To Do If You Think You Find A
Mistake On Your Statement

If you think there is an error on your
statement, write to us at:

[Creditor Name]

[Creditor Address]

[You may also contact us on the Web:
[Creditor Web or email address]]

In your letter, give us the following
information:

e Account information: Your name and
account number.

e Dollar amount: The dollar amount of the
suspected error.

e Description of Problem: If you think
there is an error on your bill, describe what
you believe is wrong and why you believe it
is a mistake.

You must contact us within 60 days after
the error appeared on your statement.

You must notify us of any potential errors
in writing [or electronically]. You may call
us, but if you do we are not required to
investigate any potential errors and you may
have to pay the amount in question.

While we investigate whether or not there
has been an error, the following are true:

e We cannot try to collect the amount in
question, or report you as delinquent on that
amount.

e The charge in question may remain on
your statement, and we may continue to
charge you interest on that amount. But, if we
determine that we made a mistake, you will
not have to pay the amount in question or
any interest or other fees related to that
amount.

e While you do not have to pay the
amount in question, you are responsible for
the remainder of your balance.

¢ We can apply any unpaid amount
against your credit limit.

Your Rights If You Are Dissatisfied With
Your Credit Card Purchases

If you are dissatisfied with the goods or
services that you have purchased with your
credit card, and you have tried in good faith
to correct the problem with the merchant,
you may have the right not to pay the
remaining amount due on the purchase.

To use this right, all of the following must
be true:

1. The purchase must have been made in
your home state or within 100 miles of your
current mailing address, and the purchase
price must have been more than $50. (Note:
Neither of these is necessary if your purchase
was based on an advertisement we mailed to
you, or if we own the company that sold you
the goods or services.)

2. You must have used your credit card for
the purchase. Purchases made with cash
advances from an ATM or with a check that
accesses your credit card account do not
qualify.

3. You must not yet have fully paid for the
purchase.

If all of the criteria above are met and you
are still dissatisfied with the purchase,
contact us in writing [or electronically] at:

[Creditor Name]

[Creditor Address]

[[Creditor Web address]]

While we investigate, the same rules apply
to the disputed amount as discussed above.
After we finish our investigation, we will tell
you our decision. At that point, if we think
you owe an amount and you do not pay we
may report you as delinquent.

BILLING CODE 4810-AM-P
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G-5-—Rescission Model Form (When Opening An Account)

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel.

We have agreed to establish an open-end credit account for you,
and you have agreed to give us a [mortgage/lien/security interest]
[on/in] your home as security for the account. You have a legal
right under federal law to cancel the account. without cost,
within three business days after the latest of the following events:

{1} the opening date of your account which is

,or

{2) the date you received your Truth-in-Lending disclosures; or

{3} the date you received this notice of your right 1o cancel the
account.

1t you cancel the account, the [mortgage/lien/security interest]
[on/fin! your kome is also cancelled. Within 20 cays of receiving
your notice, we must take the necessary steps io reflect the fact
that the [mortgage/lien/security interest] [on/in] your nome has
been cancelied, We must return 10 you any mOney Of property

you have given o us or to anyone elsé in ¢onnection with the’

accgunt,

You may keep any money or property we have given you until
we have done the things mentioned apbove, but you must then
offer to return the money or property. !f it is impracticai ar
unfair for you to return the property, you must offer its reason-
able value. You may offer to return the property at your home or
at the location of the property. Money must be returned to the
address shown below. If we do not take possession of (he money
or property within 20 calendar days of your offer, you may keep
it without further obligation.

2. How to Cancel.
if you decide to cancel the account, you may do 50 by notifying
us, in writing, at

{craditor’s name and business aacress).

You may use any written statement that s signed and dated by
you and states your intention to cancel, or you may use this
notice by dating and signing below, Keep one copy of this notice
no matter how you notify us because it contains important in-
formauon about your rights,

If you cancei by mail or telegram, you must send the notice no

later than midnight of (date)

{or midnight of the third business day foilowing the latest of the
three events listed above). If you send or celiver your wriiten
notice to cancel some gther way, it must be delivered 1o the
aoove adcress no !ater than that time.

1 WISH TO CANCEL,

Consumer’s Signature Cate
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G-6—Rescission Model Form (For Each Transaction)

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel.

We have extended credit t0 you under your open-end credit
account. This extension of credit will increase the amount you
owe on your account. We already have a [mortgage/lien/security
interest] [on/in] your home as security for your account, You
have a legal right under federal law to cancel the extension of
tredit, without cost, within three business days after the latest of
the following events:

{1} the date of the additional extension of credit which is

. or

{2) the date you received your Truth-in-Lending disclosures; or

(3] the date you received this notice of your right to cancel the
additional extension of credit,

If you cancel the additional extension of credit, your cancellation
will only apply to the additional amount and t0 any increase
in the [mortgage/lien/security interest] that resulted because of
the additional amount. It will not affect the amount you present-
ly owe, and it will not affect the [mortgage/lien/security interest)
we already have [on/in] your home. Within 20 calendar days
after we receive your notice of canceliation, we must take the
necessary steps to reflect the fact that any increass in the (mort.
gage/tien/security interest] [on/in] your home has been cancell-
ed. We must also return to you any money or property you have
given to us or to anyone eise in connection with this extension
of credit.

You may keep any money or property we have given you until
we have done the things mentioned above, but you must then
offer to return the money or property. If it is impractical or
unfair for you to return the property, you must cffer its reason-
able value. You may offer to return the praperty at your home or
a1 the location of the property. Money must be returned to the
address shown below. If we do not take possession of the money
or property within 20 calendar days of your offer, you may keep
it without further obligation.

2. How to Cancel.
If you decide to cancel the additional extension of credit, you
may do s0 by notifying us, in writing, at

{eraditor's name and busines sddress)

You may use any written statement that is signed and Jdated by
you and states your intention to cancel, or you may use this
notice by dating and signing below. Keep one copy of this notice
no matter how you notify us because it contains imporant in-
formation about your rights,

If you cancel by mail or telegram, you must send the notice no

later than midnight of (date)

{or midnight of the third business day following the latest of the
three events listed above). If you send or deliver your written notice to cancel
some other way, it must be deliverad 10 the above address no later than that
tirne.

| WISH TO CANCEL.

Congumer § Signature Date
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G-7—Rescission Model Form {When Increasing the Credit Limit)

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel.

We have agreed to increase the credit limit on your open-end
credit account, We have a [mortgage/lien/security interest]
{on/in] your home as security for your account, Increasing the
credit limit will increase the amount of the [mortgage/lien/
security interesti [on/in] your home. You have a legal right
under federal law to cancel the increase in your credit limit,
without cost, within three business days after the latest of the
following events:

{1} the date of the increase in your credit limit which is

;or

{2) the date you received your Truth-in-Lending disclosures; or

{3) the date you received this notice of your right to cancel the
increase in your credit limit.

If you cancel, your cancellation will apply only to the increase in
your credit limit and to the [mortgage/lien/security interestj that
resulted from the increase in your credit limit. It will not atfect
the amount you presently owe, and it will not affect the [mort-
gage/lien/security interest] we already have (on/in] your home.
Within 20 calendar days after we receive your notice of cancells-
tion, we must take the necessary steps to reflect the fact that any
increase in the [mortgage/lien/security interest] [on/in] your
home has been cancelled. We must also return to you any money
or property you have given to us or to anyone else in connection
with this increase,

You may keep any money or property we have given.you until
we have done the things mentioned above, but you must then
offer 1o return the money or property. If it is impractical or un-
fair for you 10 return the property, you must offer its reasonable
value. You may offer to return the property at your home or at
the location of the property. Money must be returned to the
address shown below. If we do not take possession of the money
or property within 20 calendar days of your offer, you may keep
it without further obligation.

2. How to Cancel.
If you decide to cancel the increase in your credit limit, you may
da so by notifying us, in writing, at

{eregitor’s name and business address).

You may use any written statement that is signed and dated by
you and states your intention to cancel, or you may use this
notice by dating and signing below. Keep one copy of this notice
no matter how you notify us because it containg important in-
formation about your rights.

If you cancel by mail or telegram, you must send the notice no

later than midnight of tdete)

{or midnight of the third business day following the [atest of the
three events listed above). If you send or deliver your written
natice to cancel some other way, it must be defivered to the
above address no later than that time.

I WISH TO CANCEL.

Consumer’s Signature Date
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G-8—Rescission Model Form (When Adding a Security Interest)

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel,

You have agreed to give us a [mortgage/lien/security interest]
[on/in] your home as security for your existing open-end credit
account, You have a legal right under federal law to cancel the
[mortgage/lien/security interest], without cost, within three
business days after the latest of the following events:

1

the date of the Imortgage/lien/security interest]

which is .or
{2] the date you received your Truth-in-Lending disclosures: or
{3) the date you received this notice of your right to cancel the
[mortgage/lien/security interest]

If you cancel the [mortgage/lien/security interest], your cancella:
tion will apply only to the [morigage/lien/security interest) . It
will not affect the amount you owe on your account. Within 20
calendar days after we recewe your notice of cancellation, we
must take the necessary sieps o reflect that any [mortgageslien/
security interesti [on/in] your home has been cancelied. We
must also return 1o you any money of property you have given
to us or to anyone else in connection with this increase.

You may keep any money or property we have given you until
we have done the things mentioned above, but you must then
offer to return the money ar property. 'f it is imoractical or un-
fair for you to return the property, you must offer i1s reasonable
value. You may make the offer at your home or a1 the location of
the property, Money must be returned to the address shown be-
low. If we do not take possession of the money or property with-
in 20 calendar cays of your otfer, you may keep i1t without
further obligation.

2. How to Cancel,
If you decide to cancel the {mortgage/lien/security interest] , you
may do so by notifying us, in writing, at

[ereditar s name and business address]

You may use any written statement that is signed and dated by
you and states your intention to cancel, or you may use this
notice by daung and signing below. Keep ore copy of this notice
na matter how you notify us because it contains important in-
formation about your rights.

If you cancel by mail or telegram, you must send the notice no

later than midmghtof idate)

{or midnight of the third pusiness day following the latest of the
three events listed above). If you send or deliver your written
notice 1o cancel jome other way, it must be delivered 10 the
above addrass no later than that time.

I WISH TO CANCEL.

Consumer's S.gnature Date
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G-9—Rescission Model Form (When Increasing the Security)

NOTICE OF RIGHT TO CANCEL

1. Your Right to Cancel.

You have agreed 1o increase the amount of the [mortgage/lien/
securnty interest] [onsin] your home that we hoid as security for
your open-end credit 3cCount. You have a legal right under
federal law to cancel the increase, without cost, within three
business days after the latest of the following events:

{1) the date of the increase in the security which is

ror

{2) the date you received your Truth-in-Lending disclosures: or

{3} the date you received this notice of your right 10 cancel the
increase in the security.

If you cancel the increase in the security, your canceliation will
apply only to rhe increase in the armount of the {morigage/lien/
security interest]. It will not affect the amount you presently
owe on your account, and it il not affect the [morigageshien’
security interest] we already Fave lonin] your home. Within
20 calendar days after we receive your notice of cance'latior,
we must take the necassary steos 1o reflect that any increase n
the [mortgage. lien/security ‘aterest] [on/in] your home has been
cancelled. We must 3iso return t9o vou any money Or property
you have given 10 us Or 10 anyone tlse in connection with this
increase.

You may keéep any money or property we have given you until
we have done the things mentioned above, but you must then
offer to return the money or property. If it is impractical or un-
fair for you to return the prooerty, you must oifer its reasonable
value. You may offer to return the property at your home or at
the location of the property. Money must be returned ‘o the
address shown below. If we do not take possassion of the money
or property within 20 calendar days of your offer, you may keep
it without further obligation,

2. How ta Cancel.
If you decide to cancel the increase in security, you may do so by
notifying us, in writing, at

{eregiters’s Apme and Susiness address).

You may use any wrilten statement that 1 s.gned and dated by
you and states your intention 1o cancel, of you fmay usie this
notice by dating and signing below. Ke2ep one copy of this natice
no matter how you notify us because it contains important in-
formation about your rights.

If you cancel by mail or telegram, you must send the notice no

later than midrnight of tdate)

{or midnight of the third business day following the latest of the
three events listed apovel. If you send or deliver your written
notice to cancel same other way, 't must be delivered 1o the
aoove address no later than that time,

1 ¥/1SH TC CANCEL.

Cangumar's S.gnature Datse
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G-10

) A

lications and Solicitations Sample (Credit Cards

Interest Rates and Interest Charges

Annual Perce‘ntage Rate
(APR) for Purchases

8.99% t0 19.99% when you open your account, based on your creditworthiness.
After that, your APR will vary with the market based on the Prime Rate.

APR for Balance Transfers

15.99%
This APR will vary with the market based on the Prime Rate.

APR for Cash Advances

21.99%
This APR will vary with the market based on the Prime Rate.

Penalty APR and When it
Applies

28.99%

This APR may be applied to youraccount if you:
1) Make a late payment;
2) Go overyour credit limit twice in a six-month period;
3) Make a payment that is returned, or
4) Do any of the above on another account that you'have with us.

How Long Will the Penalty APR Apply?: If your APRs are increased for any of these
reasons, the Penalty APR will apply until you make six consecutive minimum payments
when due.

How to Avoid Paying
Interest on Purchases

‘you any interest on purchases if you pay your entire balance by the due date each month.

Your due date is at least 25 days after the close of each billing cycle. We will not charge

Minimum Interest Charge

If you are charged interest, the charge will be no less than $1.50.

For Credit Card Tips from
the Consumer Financial
Protection Bureau

To learn more about factors to consider when applying for or using a credit card, visit
the website of the Consumer Financial Protection Bureau at
http:/iwww.consumerfinance.govilearnmore

Annual Fee

Nohe

Transaction Fees
» Balance Transfer
» Cash Advance
« Foreign Transaction

Either $5 or 3% of the amount of each transfer, whichever is greater (maximum fee: $100).
Either $5 or 3% of the amount of each cash advance, whichever is greater.

2% of each transaction in U.S. dollars.

Penalty Fees
» Late Payment
+ Over-the-Credit Limit
* Returned Payment

Upto $35.
Up to $35.
Upto $35.

Other Fees

» Required Account
Protector Plan

$0.79 per $100 of balance at the end of each statement period. See back for details.

How We Will Calculate Your Balance: We use a method called "average daily balance (including new purchases).”
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G-10(C) Applications and Solicitations (Credit Cards)

Interest Rates and Interest Charges

Annual Percentage Rate
(APR) for Purchases

8.99%, 1 0.99%, or 12.99% introductory APR for one year, based on your
creditworthiness.

After that, your APR will be 14.99%. This APR will vary with the market based on
the Prime Rate.

| APR for Balance Transfers

15.99%
This APR will vary with the market based on the Prime Rate

APR for Cash Advances

21.99%
This APR will vary with the market based on the Prime Rate.

Penaity APR and When it
Applies

28.99%

This APR may be applied to your account if you:
1) Make a late payment;
2) Go over your credit limit;
3) Make a payment that is returned, or
4) Do any of the above on another account that you have with us.

How Long Will the Penalty APR Apply?: If your APRs are increased for any of these
reasons, the Penalty APR will apply until you make six consecutive minimum payments
when due.

How to Avoid Paying
Interest on Purchases

Your due date is at least 25 days after the close of each billing cycle. We will not charge
you any interest on purchases if you pay your entire balance by the due date each month.

Minimum Interest Charge

If you are charged interest, the charge will be no less than $1.50.

For Credit Card Tips from the
Consumer Financial Protection
Bureau

To learn more about factors to consider when applying for or using a credit card, visit the
website of the Consumer Financial Protection Bureau at
http://ww merfi gov/learnmore

| Set-up and Maintenance
Fees

» Annual Fee

» Account Set-up Fee
» Participation Fee

¢ Additional Card Fee

Fees

NOTICE: Some of these set-up and maintenance fees will be assessed before you begin
using your card and will reduce the amount of credit you initially have available. For
example, if you are assigned the minimum credit limit of $250, your initial available credit
will be only about $209 (or about $204 if you choose to have an additional card).

$20

$20 (one-time fee)

$12 annually (31 per month)
$5 annually (if applicable)

Transaction Fees
« Balance Transfer
« Cash Advance

« Foreign Transaction

Either $5 or 3% of the amount of each transfer, whichever is greater (maximum fee: $100).
Either $5 or 3% of the amount of each cash advance, whichever is greater.

2% of each transaction in U.S. dollars.

Penalty Fees
« Late Payment
« Over-the-Credit Limit
o Returned Payment

Upto $35.
Upto $35.
Upto $35.

How We Will Calculate Your Balance: We use a method called "average daily balance (including new purchases).”

Loss of Introductory APR: We may end your introductory APR and-apply the Penalty APR if you make a late
payment,
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1 Applications and Selicitations Model Form {Charge Cards
Payment information
[A statement that charges incurred through use of the charge card are due when the periodic statement is received]
Fees
[Annual Fee[{Set-up and | [Notice of avallable credit, if apphicable
Maintenance Fees] ]
[Description of fees for availability or issuance of credit, such as an annual fee, f
applicable]
Transaction Fees
» Balance Transfer [Description of balance transfer fee]
« Cash Advance [Description of cash advance fee]
» Foreign Transaction [Description of foreign transaction fee]
Penally Fees
« Late Payment [Description of late payment fee]
» Over-the-Credt Limst | [Description of over-the-credit imit fee]
» Retumed Payment [Description of returned payment fae]

G-10(E) Applications and Solicitations Sample (Charge Cards)

Payment Information

All charges made on this charge card are due and payable when you receive your periodic statement.

Annual Fee $50

Transaction Fees

« Balance Transfer

« Cash Advance

(maximum fee: $100).

greater.

Either $5 or 3% of the amount of each transfer, whichever is greater

Either $5 or 3% of the amount of each cash advance, whichever is

Penalty Fees

o Late Payment

« Over-the-Credit Limit

+ Returned Payment

Up to $35.
Up to $35.

Up to $35. If you do not pay for two consecutive billing cycles, your
fee will be $35 or 3% of the past due amount, whichever is greater.

G-11—Applications and Solicitations Made
Available to the General Public Model
Clauses

(a) Disclosure of Required Credit Information

The information about the costs of the card
described in this [application]/[solicitation]
is accurate as of (month/year). This
information may have changed after that

date. To find out what may have changed,

[call us at (telephone number)][write to us at
(address)].

(b) No Disclosure of Credit Information

There are costs associated with the use of
this card. To obtain information about these
costs, call us at (telephone number) or write
to us at (address).

G-12 [Reserved]

G-13(A)—Change in Insurance Provider
Model Form (Combined Notice)

The credit card account you have with us
is insured. This is to notify you that we plan
to replace your current coverage with
insurance coverage from a different insurer.
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If we obtain insurance for your account
from a different insurer, you may cancel the
insurance.

[Your premium rate will increase to $
per ]

[Your coverage will be affected by the
following:

[ ] The elimination of a type of coverage
previously provided to you. [(explanation)]
[See of the attached policy for details.]

[ 1 Alowering of the age at which your
coverage will terminate or will become more
restrictive. [(explanation)] [See ~ of the
attached policy or certificate for details.]

[ ] A decrease in your maximum
insurable loan balance, maximum periodic
benefit payment, maximum number of

payments, or any other decrease in the dollar
amount of your coverage or benefits.
[(explanation)] [See  of the attached
policy or certificate for details.]

[ 1 Arestriction on the eligibility for
benefits for you or others. [(explanation)]
[See  of the attached policy or certificate
for details.]

[ ] Arestriction in the definition of
“disability” or other key term of coverage.
[(explanation)] [See  of the attached
policy or certificate for details.]

[ ] The addition of exclusions or
limitations that are broader or other than
those under the current coverage.
[(explanation)] [See of the attached
policy or certificate for details.]

[ ] An increase in the elimination
(waiting) period or a change to nonretroactive
coverage. [(explanation)] [See  of the
attached policy or certificate for details).]

[The name and mailing address of the new
insurer providing the coverage for your
account is (name and address).]

G-13(B)—Change in Insurance Provider
Model Form

We have changed the insurer providing the
coverage for your account. The new insurer’s
name and address are (name and address). A
copy of the new policy or certificate is
attached.

You may cancel the insurance for your
account.



Federal Register/Vol. 76, No. 246/ Thursday, December 22, 2011/Rules and Regulations

79849

G-14A -- Home Equity Sample

IMPORTANT TERMS
of our
HOME EQUITY LINE OF CREDIT

This disclosure contains important information about our
Home Equity Line of Credit. You should read it carefully
and keep a copy for your records.

Availability of Terms: To obtain the terms described
below, you must submit your application before January
1, 1990.

Ifthese terms change (otherthan the annual percentage
rate) and you decide, as a resutt, not to enter into an
agreement with us, you are entitled to a refund of any
fees that you have paid to us or anyone else in connec-
tion with your application.

Security Interest: We will take a morigage on your
home. You could lose your home if you do not meet the
obligations in your agreement with us.

Possible Actions: Under certain circumstances, we
can (1) terminate your line, require you to pay us the
entire outstanding balance in one payment, and charge
you certain fees; (2) refuse to make additional exten-
sions of credit; and (3) reduce your credit limit.

It you ask, we will give you more specific information
concerning when we can take these actions.

Minimum Payment Requirements: You can obtain
advances of credit for 10 years (the “draw period”).
During the draw period, payments will be due monthly.
Your minimum monthly payment will equal the greater of
$100 or 1/360th of the outstanding balance plus the
finance charges that have accrued on the outstanding
balance.

After the draw period ends, you will no longer be able to
obtain credit advances and must pay the outstanding
balance over 5 years (the “repayment period”). During
the repayment period, payments will be due monthly.
Your minimum monthly payment will equal 1/60th of the
balance that was outstanding at the end of the draw
period plus the finance chargesthat have accrued on the
remaining balance.

Minimum Payment Example: If you made only the
minimum monthly payments and took no other credit
advances, it would take 15 years to pay oft a credit
advance of $10,000 at an ANNUAL PERCENTAGE
RATE of 12%. During that period, you would make 120

monthly payments varying between $127.78 and $100.00
followed by 60 monthly payments varying between $187.06
and $118.08.

Fees and Charges: To open and maintain a line of
credit, you must pay the following fees to us:

- Application fee: $150 (due at application)
- Points: 1% of credit limit (due when account opaned)
+ Annual maintenance tee: $75 (due each year)

You also must pay certain fees to third parties toopen a
line. These fees generally total between $500 and $900.
If you ask, we will give you an itemization of the fees you
will have to pay to third parties.

Minimum Draw and Balance Requirementis: The
minimum credit advance you can receive is $500. You
must maintain an outstanding balance of at least $100.

Tax Deductibility: You shoukd consuli a tax advisor
regarding the deductibility of interest and charges forthe
line.

Variable-Rate Information: The line has a variable-
rate feature, and the annual percentage rale {corre-
sponding to the periodic rate) and the minimum payment
can change as a result.

The annual percentage rate includes only interest and
not other costs.

The annual percentage rate is based on the value of an
index. The index is the monthly average prime rate
charged by banks and is published in the Federal Re-
serve Bulletin. To determine the annual percentage rate
that will apply to your line, we add a margin to the value
of the index.

Ask us for the current index value, margin and annual
percentage rale. After you open a credt line, rate infor-
mation will be provided on periodic statements that we
will send you.

Rate Changes: The annual percentage rate can change
each month. The maximum ANNUAL PERCENTAGE
RATE that can apply is 18%. Except for this 18% “cap,”
there is no limit on the amount by which the rate can
change during any one-year period.
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Maximum Rateand Payment Examples: Ifyouhadan If you had an outstanding balance of $10,000 at the
outstanding balance of $10,000 during the draw period, beginning of the repayment period, the minimi:in monthly
the minimum monthly payment at the maximum AN- payment at the maximum ANNUAL PERCENTAGE
NUAL PERCENTAGE RATE of 18% would be $177.78. RATE of 18% would be $316.67. This annual percentage
This annual percentage rate could be reached during the rate could be reached during the first month of the
first month of the draw period. repayment period.

Historical Example: The following table shows how the annual percentage rate and the minimum monthly payments
for a single $10,000 credit advance would have changed based on changes in the index over the past 15 years. The
index values are from September of each year. While only one payment amount per year is shown, payments would
have varied during each year.

The table assumes that no additional credit advances were taken, that only the minimum payments were made each
month, and that the rate remained constant during each year. It does not necessarily indicate how the index or your
payments will change in the future.

ANNUAL Minimum
Year Index Margin * PERCENTAGE RATE Monthly Payment
(%) (%) (%) (%)
1974 12.00 2 14.00 144.44
1975 7.88 2 9.88 106.50
1976 7.00 2 9.00 100.00
1977 713 2 9.13 100.00
1978 9.41 2 Draw Period 11.41 105.47
1979 12.90 2 14.90 126.16
1980 12.23 2 14.23 117.83
1981 20.08 2 18.00"" 138.07
1982 13.50 2 15.50 117.89
_1e83 1100 2 B0 _ 10000
1984 12.97 TTr T T T T T T 1497 203.81
1985 9.50 2 11.50 170.18
1986 7.50 2 Repayment Period  9.50 149.78
1987 8.70 2 10.70 141.50
1988 10.00 2 12.00 130.55

* This is a margin we have used recently.
** This rate reflects the 18% rate cap.
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G-14B -- Home Equity Sample

IMPORTANT TERMS
of our
HOME EQUITY LINE OF CREDIT

This disclosure contains important information about our
Home Equity Line of Credit. You should read itcarefully
and keep a copy for your records.

Availability of Terms: All of the terms described below
are subject to change.

lithese terms change (otherthanthe annual percentage
rate) and you decide, as a result, not to enter into an
agreement with us, you are entitled to a refund of any
fees you paid o us or anyone else in connection with
your application.

Security Interest: We will take a mortgage on your
home. You could lose your home if you do not meet the
obligations in your agreement with us.

Possible Actions: We canterminate your line, require
you fo pay us the entire outstanding balance in one
payment, and charge you certain fees if:

+ You engage in fraud or material misrepresentation
in connection with the line.

- You do not meet the repayment terms.

- Your action or inaction adversely affects the collat-
eral or our rights in the collateral.

We can refuse to make additional extensions of credit or
reduce your credit limit if:

+ The value of the dwelling securing the line declines
significantly below its appraised value for purposes of
the line.

+ We reasonably believe you will not be able to meet
the repayment requirements due to a materialchangein
your financial circumstances.

- You are in default of a material obligation in the
agreement.

+ Government action prevents us from imposing the
annual percentage rate provided for or impairs our se-
curity interest such that the value of the interest is less
than 120 percent of the credit line.

- A regulatory agency has notified us that continued
advances would constitute an unsafe and unsound prac-
tice.

- The maximum annual percentage rate is reached.

The initial agreement permits us to make certain changes
tothe terms of the agreement at specified times or upon
the occurrence of specified events.

Minimum Payment Requirements: You can obtain
advances of credit for 10 years (the “draw period”). You
can choose one of three payment options for the draw
period:

- Monthly interest-only payments. Under this option,
your payments will be due monthly and will equal the
tinance charges that accrued on the outstanding bal-
ance during the preceding month.

- Quarterly interest-only payments. Under this op-
tion, your payments will be due quarterly and will equal
the finance charges that accrued on the outstanding
balance during the preceding quarter.

- 2% ofthe balance. Underthis option, your payments
will be due monthly and will equal 2% of the outstanding
balance on your fine plus finance charges that accrued
on the outstanding balance during the preceding month.

If the payment determined under any option is less than
$50, the minimum payment will equal $50 or the out-
standing balance on your line, whichever is less.

Under both the monthly and quarterly interest-only payment
options, the minimum payment will not reduce the prin-
cipal that is outstanding on your line.

After the draw period ends, you wili no longer be able to
obtain credit advances and must repay the outstanding
balance (the “repayment period”). The length of the
repayment period will depend on the balance outstand-
ing at the beginning of it. During the repayment period,
payments will be due monthly and will equal 3% of the
outstanding balance on your line plus finance charges
that accrued on the outstanding balance or $50, which-
ever is greater.
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Minimum Payment Examples: If you took a single
$10,000 advance and the ANNUAL PERCENTAGE
RATE was 9.52%:

- Under the monthly interest-only payment option, it
would take 18 years and 1 month to pay off the advance
if you made only the minimum payments. During that
period, you would make 120 payments of $79.33, fol-
lowed by 96 payments varying between $379.33 and
$50 and one final payment of $10.75.

- Under the 2% of the balance payment option, it
would take 10 years and 8 months to pay oftthe advance
if you made only the minimum payments. During that
period, you would make 120 payments varying between
$279.33 and $50, followed by 7 payments of $50 and one
final payment of $21.53.

Fees and Charges: To open and maintain a line of
credit, you must pay us the following fees:

+ Application fee: $100 (due at application)

- Points: 1% of cradit limit (due when account opened)

- Annual maintenance fee: $50 during the first 3 years,
$75 thereafter (due each year)

You also must pay certain fees to third parties to open a
line. These fees generally total between $500 and $900.
Ifyou ask, we will give you an itemization of the fees you
will have to pay to third parties.

Minimum Draw Requirement: The minimum credit
advance that you can receive is $200.

Tax Deductibility: You should consult a tax advisor
regarding the deductibility of interest and charges forthe
line.

Variable-Rate Feature: The line has a variable-rate
feature, and the annual percentage rate (corresponding
to the periodic rate) and the minimum monthly payment
can change as a result.

The annual percentage rate includes only interest and
not other costs.

The annual percentage rate is based on the value of an
index. During the draw period, the index is the monthly
average prime rate charged by banks. During the repay-
ment period, the index is the weekly average yield on
U.S. Treasury securities adjusted to a constant maturity
of one year. Information onthese indices is published in
the Federal Reserve Bulletin. To determine the annual
percentage rate that will apply to your line, we add a
margin 1o the value of the index.

The initial annual percentage rate is “discounted™ - it is
not based on the index and margin used for later rate
adjustments. The initial rate will be in effect for the first
year your credit line is open.

Askus forthe current index values, margin, discountand
annual percentage rate. After you open acredit line, rate
information will be provided on periodic statements that
we send you.

Rate Changes: The annual percentage rate can change
monthly. The maximum ANNUAL PERCENTAGE RATE
that can apply is 18%. Apart from this rate “cap,”there is
no limit on the amount by which the rate can change
during any one-year period.

Maximum Rate and Payment Examples: If the AN-
NUAL PERCENTAGE RATE during the draw period
equaled the 18% maximum and you had an outstanding
balance of $10,000:

- Under the monthly interest-only payment option, the
minimum monthly payment would be $150.

- Under the 2% of the balance payment option, the
minimum monthly payment would be $350.

This annual percentage rate could be reached duringthe
first month of the draw period.

If you had an outstanding balance of $10,000 during the
repayment period, the minimum monthly payment at the
maximum ANNUAL PERCENTAGE RATE of 18% would
be $450. This annua! percentage rate could be reached
during the first month of the repayment period.
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Historical Example: The following lable shows howthe annual percentage rate and the monthly payments fora single
$10,000 credit advance would have changed based on changes in the indices over the past 15 years. For the draw
period, the index values for the prime rate are from September of each year. For the repayment period, the index
values forthe yieldon U.S. Treasury securities are from the first week ending in July. While only one payment amount
per yearis shown, payments underthe 2% of the balance payment option and during the repayment period would have
varied during each year.

The table assumes that no additional credit advances were taken, that only the minimum payments were made, and
that the rate remained constant during each year. It does not necessarily indicate how the indices or your payments
will change in the future.

ANNUAL Monthly Interest-  Monthly 2% of
Year Index Margin® PERCENTAGE RATE  Only Payments  Balance Payments
% % % (% (%)
1974 12.00 2 10.00™" 83.33 283.33
1975 7.88 2 9.88 82.33 221.55
1976 7.00 2 9.00 75.00 169.34
1877 713 2 9.13 76.08 133.41
Draw 1978 9.41 2 11.41 95.08 111.89
Period 1979 12.80 2 14.90 124.17 96.46
1980 12.23 2 14.23 118.58 74.39
1981 20.08 2 18.00™"* 150.00 64.13
1982 13.50 2 15.50 129.17 50.00
1983 1100 2 1300 _ _ _ 10833 _ _ 5000 _ _
12.17 2 14.17 418.08 50.00
Repayment 1985 7.66 2 9.66 264.01
Period 1986 6.36 2 8.36 177.96
1987 6.71 2 8.71 124.45
1988 7.52 2 9.52 87.92

* This is @ margin we have used recently.
“* This rate reflects a 4% “discount™ we have used recently.
***This rate reflects the18% rate cap.
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G-15 -- Home Equity Model Clauses

(a) Retention of Information: This disclosure contains
important information about our Home Equity Line of
Credit. You should read it carefully and keep a copy for
your records.

(b) Availability of Terms: To obtain the terms de-
scribed below, you must submit your application before
(date). However the (description ofterms) are subject to
change.

or

All of the terms described below are subject to change.

If these terms change [(other than the annual percent-
age rate)} and you decide, as a result, not to enter jnto
anagreement with us, you are entitled to a refund of any
fees you paid to us or anyone else in connection with
your application.

{c) Security Interest: We willtake a[security interest ir/
mortgage on] your home. You coukd lose your home if
you do not meet the obligations in your agreement with
us.

(d) Possible Actions: Under cerlain circumstances,
we can (1) terminate your line, require you to pay us the
entire outstanding balance inone payment [, and charge
you certain fees]; (2) refuse to make additional exten-
sions of credit; (3) reduce your credit limit [; and (4) make
specific changes that are set forth in your agreement
with us].

If you ask, we will give you more specific information
about when we can take these actions.

or

Possible Actions: We can terminate your account,
require you 1o pay us the entire outstanding balance in
one payment|, and charge you certain fees] if:

- You engage in fraud or material misrepresentation
in connection with the line.

- You do not meet the repayment terms.

- Your action or inaction adversely affects the collat-
eral or our rights in the collateral.

We canrefuse to make additional extensions of ¢redit or
reduce your credit limit if:

- The value of the dwelling securing the line declines
significantly below its appraised value for purposes of
the line.

- We reasonably believe you will not be able to meet
the repayment requirements due to a materialchangein
your financial circumstances.

- You are in default of a material obligation in the
agreement.

- Government action prevents us from imposing the
annual percentage rate provided for or impairs our se-
curity interest such that the value of the interest is less
than 120 percent of the credit line.

- A regulatory agency has netified us that continued
advances would constitute an unsafe and unsound prac-
tice.

- The maximum annual percentage rate is reached.

[The initial agreement permits us to make certain changes
to the terms of the agreement at specified times orupon
the occurrence of specified events.]

(e) Minimum Payment Requirements: The length of
the [draw period/repayment period] is {/length). Pay-
ments will be due (frequency). Your minimum payment
will equal (how payment determined).

{The minimum payment will not reduce the principal that
is outstanding on your line./The minimum payment will
not fully repay the principal that is outstanding on your
line.] You will then be required to pay the entire balance
in a single “balloon" payment.
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(f) Minimum Payment Example: If you made only the
minimum payments and took no other credit advances,
it would take (/ength of time} to pay off a credit advance
of $10,000 at an ANNUAL PERCENTAGE RATE of (re-
cent rate). During that period, you would make (number)
{frequency) payments of §__ .

{g) Fees and Charges: To open and maintain a line of
credit, you must pay the following fees to us:

(Description of fee) [$___{_%of _____ ] (When payable)

{Description of fee) [5_/__ % of ] {When payable)

You also must pay certain fees 1o third parties. These
fees generallytotal[$__ /  %of /fetween$_

and$___]. If you ask, we will give you an itemization of
the fees you will have fo pay to third parties.

(h) Minimum Draw and Balance Requirements: The
minimum credit advance you can receiveis $___. You
must maintain an outstanding balance of at least $____.

(i) Negative Amortization: Under some circumstances,
your payments will not cover the finance charges that
accrue and “negative amortization” will occur. Negative
amortization will increase the amount that you owe us
and reduce your equily in your home.

(i) Tax Deductibility: You should consult a tax advisor
regarding the deductibility of interest and charges forthe
line.

(k) Other Products: If you ask, we will provide you with
information on our other available home equity lines.

(1) variable-Rate Feature: The planhas avariable-rate
feature and the annual percentage rate (corresponding
to the periodic rate) and the [minimum payment/term of
the line] can change as a result.

The annual percentage rate includes only interest and
not other costs.

The annual percentage rate is based on the value of an
index. The index is the (identification of index) and is
[published irnvavailable from] (source of information). To
determine the annual percentage rate that will apply to
your line, we add a margin to the value of the index.

[The initial annual percentage rate is “discounted” -- it is
not based on the index and margin used for later rate
adjustments. Theinitial rate will be in effect for (period).]

Ask us for the current index value, margin, [discount,]
and annual percentage rate. Afteryou open a creditline,
rate information will be provided on periodic statements
that we send yaou.

(m) Rate Changes: The annual percentage rate can
change (frequency). [The rate cannot increase by more
than__ percentage points in any one year period./There
is no limit on the amount by which the rate can change
in any one year period.] {The maximum ANNUAL PER-
CENTAGE RATE that can apply is __%./The ANNUAL
PERCENTAGE RATE cannot increase by morethan ___
percentage points above the initial rate.] [Ask us for the
specific rate limitations that will apply to your credit line ]

{n) Maximum Rate and Payment Examples: If you
had an outstanding balance of $10,000, the minimum
payment at the maximum ANNUAL PERCENTAGE
RATE of __ % would be $___. This annual percentage
rate could be reached (when maximum rate could be
reached).
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(o) Historical Example: The following table shows how the annual percentage rate and the minimum payments for
a single $10,000 credit advance woukl have changed based on changes inthe index over the past 15 years. Theindex
values are from (when values are measured). [While only one payment amount per year is shown, payments would

have varied during each year.]

The table assumes that no additional credit advances were taken, that only the minimum payments were made, and
that the rate remained constant during each year. It does not necessarily indicate how the index or your payments will

change in the future.

Year

Index

ANNUAL
Margin

PERCENTAGE RATE

Minimum
Payment

(%)

1975
1976
1877
1978
1979
1980
1981
1882

1984
1985
1986
1987
1988
1989

(%) (%)

)

G-16(A) Debt Suspension Model Clause

Please enroll me in the optional [insert
name of program], and bill my account the
fee of [how cost is determined]. I understand
that enrollment is not required to obtain
credit. I also understand that depending on
the event, the protection may only
temporarily suspend my duty to make
minimum payments, not reduce the balance

I owe. I understand that my balance will
actually grow during the suspension period
as interest continues to accumulate.

[To Enroll, Sign Herel/[To Enroll, Initial
Here]. X

G-16(B) Debt Suspension Sample

Please enroll me in the optional [name of
program], and bill my account the fee of $.83
per $100 of my month-end account balance.

I understand that enrollment is not required
to obtain credit. I also understand that
depending on the event, the protection may
only temporarily suspend my duty to make
minimum payments, not reduce the balance
I owe. I understand that my balance will
actually grow during the suspension period
as interest continues to accumulate.

To Enroll, Initial Here. X
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G-17 count-Opening Model Fo

interest Rates and Interest Charges

Annual Percentage Rate [Purchase rate]
{APR) for Purchases

[Description that rate varies and how it is determined, if applicable)
APR for Balance Transfers | [Balance transfer rate)

[Description that rate varies and how it is determined, if applicable]

APR for Cash Advances

[Cash advance rate]

{Description that rate varies and how it is determined, if applicable]

Penalty APR and When it [Penalty rate]
Applies
[Description of events that may result in the penaity rate}
{Description of how long penalty rate may apply]
[How to Avoid Paying [Description of grace period for purchases, cash advances, balance transfers, or any

Interesty[Paying Interest]

other credit extended or statement that no grace period applies)

{Minimum Interest
Charge}l[Minimum
Charge]

[Description of minimum interest charge or minimum charge, if applicable]

For CraditCard Tips from the
Consumer Financlal Protection
Burasu

[Referenceto the Bureau’s Website]

Fees

[Annual Fee)[Set-up and | [Notice of available credit, if applicable]

Maintenance Fees]
[Notice of right to reject plan, if applicable]
[Description of fees for availability or issuance of credit, such as an annual fee, if
applicable]

Transaction Fees

» Balance Transfer
+» Cash Advance
» Foreign Transaction

[Description of balance transfer fee}
[Description of cash advance fee]
[Description of foreign transaction fee)

Penaity Fees
« Late Payment

« Over-the-Credit Limit
» Retumed Payment

[Description of late payment fee]
{Description of over-the-credit imit fee]
[Description of returned payment fee]

Other Fees

» Required [insert name
of required insurance,
ar debt cancellation or
suspension coverage]

[Description of cost of insurance, or debt cancellation or suspansion plans] [Cross
reference to additional information, if applicable]

How We Will Caloulate Your Balance: [Description of balance computation method]

Loss of introductary APR: [Circumstances in which introductory rate may be revoked and rate that applies if introduct
rate is revoked, ¥ applicable]

[Description that rate that appiies after introductory rate is revoked varies and how it is
determined, if applicabie]

Billing Rights: [Reference to account agreement for details on billing-error rights]
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G-17(B) Account-Opening Sample

Interest Rates }am}_ ihteﬁfsst Chﬂfﬁﬁ

Annual Percentage Rate
{APRj for Purchases

| 8.’99%

This APR willvary with the market based o the Prime Rate.

APR for Balance Transfers

15, aa%
Thas APR will vary w;th tha mrkaf hasssd on the ane Ra%e;

"APR for Gash Advances

21 99%

This APR-will vary with the market based onthe Prime Rate.

Penalty APR and When it
Applies

28.89%
This APR may be applied to your account if you:
1) Make a late payment;
2} Gooveryourcredit fimit twice in a six:month period;

3) Wake a payment that is returned; or
4} Doany of the above.on ancther account that you have with us.

How Long Will the Penalty APR Apply?: If your APRs are increased for any of these
reasons, the Penalty APR will apply unitil you make six-consecutive minimum payments
when due

Paying Interest

Yéur due date i& af least 25 davs aﬁer the close Df each wxm sycie sz *mi not cﬁar ge
‘you any infergst on purchases if you'pay your entire balance by the due date each month.

Wi will begin charging interést on cash acdvances and balance transfers on the transaction
date:

mimmm Interest Charge ‘

If you are charged interest, the charge will be no less than $1.50.

For Credit Card ﬁps from
the Consumer Financial
Protection Bureau

To learn more about factors to consider when applying for or using a credit card,
visit the website of the Consumer Financial Protection Bureau at
http:liwww.consumerfinance.goviiearnmore

None

Annual Fee

Transaction Fees
» Balance Transfer Eithér $5 or 3% of the amount of éach fransfer, whichever js graater (maximum fee: $100).
« Cashi Advance Eithér $5 or 3% of the amount of each cash advance, whichever is greater.

« Foreign Transaction

| 2% of each transaction in U.S. dollars.

Penalty Fees
« Late Payment
« Overthe-Credit Limit
» Returned Payment

Upto $35.
Upto $35,
Up o $35.

Othgf Feefs

« Required Account
Protector Plan

$0.79 per $100 of batance at the end of each staterent period. -See back for detalls,

How We Will Calculate Your Balance: We use a method called "average daily balance (including new purchases)”
‘See your account agreement formaore details. ‘

Billing Rights: Information on yout ragh‘xs to dispute transactions and hiaw to exercise those rights is provided inyour

‘agcount agreement.



Federal Register/Vol. 76, No. 246/ Thursday, December 22, 2011/Rules and Regulations

79859

G-17(C) Account-Opening Sample

Interest Rates and Interest Charges

Annual Percentage Rate
(APR) for Purchases

8.99% introductory APR for one year.

After that, your APR will be: 14.99%. This APR will vary with the market based on
the Prime Rate.

APR for Balance Transfers | 16.99%
This APR will vary with the market based on the Prime Rate.
APR for Cash Advances 21.99%

This APR will vary with the market based on the Prime Rate.

Penaity APR and When it
Applies

28.99%

This APR may be applied to your account if you:
1) Make a late payrment;
2) Go over your credit limit;
3) Make a payment that is returned, or
4) Do any of the above on another account that you have with us.

How Long Will the Penalty APR Apply?: If your APRs are increased for any of these
reasons, the Penalty APR will apply until you make six consecutive minimum payments
when due.

Paying Interest

Your due date is at least 25 days after the close of each billing cycle. We will not charge
you any interest on purchases if you pay your entire balance by the due date each month.

We will begin charging interest on cash advances and balance transfers on the transaction
date.

Minimum Interest Charge

If you are charged interest, the charge will be no less than $1.50.

For Credit Card Tips from
the Consumer Financial
Protection Bureau

To learn more about factors to consider when applying for or using a credit card,
visit the website of the Consumer Financial Protection Bureau at
httpy/vww i govi

Set-up and Maintenance
Fees

« Annual Fee

« Account Set-up Fee
» Participation Fee

» Additional Card Fee

NOTICE: Some of these set-up and maintenance fees will be assessed before you begin
using your card and will reduce the amount of credit you ipitially have available. Based on
your initial credit limit of $250, your initial available credit will be only about $209 (or about
$204 if you choose to have an additional card).

You may still reject this plan, provided that you have not yet used the account or paid a fee
after receiving a billing statement. If you do reject the plan, you are not responsible for any
fees or charges.

$20

$20 (one-time fee)

$12 annually (31 per month)

$5 annually (if applicable)

Transaction Fees
« Balance Transfer
« Cash Advance

« Foreign Transaction

Either $5 or 3% of the amount of each transfer, whichever is greater (maximum fee: $100).
Either $5 or 3% of the amount of each cash advance, whichever is greater.

2% of each transaction in U.S. dollars.

Penalty Fees
« Late Payment
» Over-the-Credit Limit

» Returned Payment

Up to $35.
Up to $35.
Up to $35.

How We Will Calculate Your Balance: We use a method called "average daily balance (including new purchases).”
See your account agreement for more details.

Loss of Introductory APR: We may end your introductory APR and apply the Penalty APR if you make a late payment.

Billing Rights: Information on your rights to dispute transactions and how to exercise those rights is provided in your

account agreement.
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G-17 Account. ning Sample (Line of Credit

Interest Rate and Interest Charges

APR for Cash Advances 18.00%.
Minimum Interest Charge K you are charged interest, the charge will be no less than $1.50,
Paying interest You will be charged interest from the transaction date.
Annual Fee $20
Penalty Fees
« Late Payment $10
« Over-the-Credit Limit $29

maecownaweamemrmu

Billing Rights: Information on your rights to dispute transactions and how to exercise those rights is provided in your
account agreement,
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Transactions
Reference Number Trans Date  Post Date Description of Transaction or Credit Amount
5884186PS0388WEYM 222 2223 Store #1 $205
0544400060217 2VL 2724 2725 Store #2 $12.11
B854338200FS80002Z5 225 2/25 Pymt Thank You $450.00~
55541860705RDYDOX 2225 2226 Store ¥3 $463
554328608008WO0M0O 2425 2126 Store #4 $114.95
O54830700LYMRPTAL 2225 2126 Store #5 $7.35
564891 561545KOSHD 225 2426 Store #6 $14.35
841517877 845AKOJIO 2725 2726 Store #7 $40.35
895848561561 984 KOH 2126 227 Store #8 $27.68
187 15561894565 AMKL 2126 2127 Stors #9 $124.76
1542202074 TWWZV4E 2126 2126 Cash Advance $121.50
2564894185189LKDFID 227 228 Store #10 $32.87
4545754784KOHVIOS 227 an Balance Transfer $785.00
2564561023184102315 2/28 an Store #11 $14.78
14547847586KDOL 564 2/28 2728 Cash Advance $186.50
555428187 05RASDOX an an Stare #12 $3.78
289189194A8088744 n 3 Store #13 $1345
178105417841045784 an 34 Store #14 $2.35
045148714518979874 34 35 Store #13 $13.45~
84561521561815DSA K" e Store #15 $25.00
31289105205648AWD "o ] 2 Store #1686 $7.34
O45184784156815A5D 1 e Store #17 $10.56
0547810544898718AF s nz Store #18 $2450
0564854132168480P s n7 Store #19 $8.76
054894 561584ASDW any s Store #20 $14.23
564897‘&91!\09&156 ang 20 Store #21 $23.76
; Cemmeoton TR : 3 F‘” T CaEer s .
952»515‘34&93!‘045450 223 3 Late Fee $35.00
564156 156470JSNDS 2126 2126 Cash Advance Fee $5.00
841515645AD88745H 22T 227 Balance Transfer Fee $2355
256489156189451516L 2128 228 Cash Advancea Fea §5.80
TOTAL FEE3 FOR THIS Pamo 389.45
B “rderest Charged SR i ;
interest Ch-rg- on Put::hms $6.31
interest Charge on Cash Advances $4.58
TOTAL INTEREST FOR THIS PERIOD $10.89
L 2012 Totals Yeawrto-Date o
Total fees charged in 2012 $80.14
Tolal interest charged in 2012 $18.27

G-18(B)—Late Payment Fee Sample

Late Payment Warning: If we do not
receive your minimum payment by the date

listed above, you may have to pay a $35 late
fee and your APRs may be increased up to

the Penalty APR of 28.99%.
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G-18(C)(1) Minimum Payment Warning (When Amortization Occurs
a ¢ 36-month Disclosu re Required

Minimum Payment Warming: If you make only the minimum payment each period, you will
pay more in interast and it will take you longer to pay off your balance. Far example:

o"”m.mh‘ 'itmt m 10 years $3284
$2.232
62 Iyeers (Savings=81,052)

if you would like information aboist credit counseling services, call 1-800-00-xxxx.

18(C){2) Minimum Payment Warning (When Amortization Occurs
and the 36-month Disclosures 0 ired

Minimum Payment Waming: If you make only the minimum payment each period, you will
pay mare in interest and it will take you longer to pay off your balance. For example.

if you would fiks information about credit counseling services, call 1+800-x000200xx
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G-18(C)Y3) Minimum Payment Warning (When Negative or

No Amortization Occurs)

Minimum Payment Warning: Even if you make no more charges using this card, if you
make only the minimum payment each month we estimate you will never pay off the
balance shown on this statement bacause your payment will be less than the interest
charged each month.

If you make more than the minimum payment each period, you will pay less in interest and
pay off your balance sooner. For example, if you instead paid $74 per month, you would
pay off the balance shown on this statement in arcund 3 years,

If you would like information about credit counseling services, call 1-B00-xxx-Xxx%X.

G-18(D) Periodic Statement New Balance, Due Date, Late Payment and
Minimum Payment Sample (Credit Cards)

Payment Information

New Balance $1,784.53
Minimum Payment Due $53.00
Payment Due Date 4720112

Late Payment Warning: If we do not receive your minimum payment by the
date listed above, you may have to paya late fee of up to $35 and your APRs
may be increased up to the Penalty APR of 28.99%.

Minimum Payment Warning: If you make only the minimum payment each
period. you will pay more in interest and it will take you longer to pay off your
balance. For example:

Only the minimum
payment 10 years $3,284
$2,232
962 3 yoors (Savings=$1,052)

if you would like information about credit counseling services, call 1-800-xxx-
XXXX.

G-18(E) [Reserved]



79864

Federal Register/Vol.

76, No. 246/ Thursday, December 22, 2011/Rules and Regulations

G-18(F) Periodic Statement Form

XXX Bank Credit Card Account Statement
Account Number XXXX XXXX XXXX XXXX
February 21, 2012 to March 22, 2012

Summary of Account Activity Payment Information

Previous Balance $535.07 New Balance $1,784.53
Payments -$450.00 g
Mi P: Du J
Other Credits -$13.45 P;n'"w": Daymem ° $33.00
Purchases +$529.57 yment Due Date 4120112
Balance Transfers +$785.00 Late Payment Warning: Iif we do not recsive your minimum
Cash Advances +$318.00 payment by the date listed above, you may have to pay a late
Past Due Amournt +$0.00 fee of up to $35 and your APRs may be increased up to the
Fees Charged +$69.45 Penalty APR of 28.99%.
Interest Charged +$10.89 Minimum Payment Warning: If you make only the minimum
payment each period, you will pay more in interest and it will

New Balance $1,784.53 take you longer to pay off your balance: For example:
Credit limit $2,000.00
Available credit $215.47
Statement closing date 3/22/2012
Days in billing cycle 30

QUESTIONS? Only th minkoum 10 years $3,284

Call Customer Service - X00K= XK XXX payme,

Lost or Stalen Credit Card =200 XXX -XXXXK $2,232

$62 3yedrs (Savings=$1,052)

If you would like information about credit counseling services,
call 1-800-XX-XXXX.

Please send billing inquiries and correspondence to:
PO Box XXXX, Anytown, Anystate XXXXX

important Changes to Your Account Terms

The fallowing is a' summary of changes that are being made to your-account terms. Changes to’APRs described below are
due to changes in market conditions: For more detailed information, please refer ta the booklet enclosed with this state-
ment.

These changes will impact your account as follows:
Transactions made on or after 4/3/12; As of 5/10/12, changes to APRs described below will apply tothese transactions.
Transactions made before 4/9/12: Current APRs will continue to apply to these transactions.

. In this case, changes to APRs descnbed below will

APR for Pufcﬁéé.es B 16.99%

Transactions

Reference Number Trans Date  Post Date Description of Transaction or Credit Amount
5884186PS0388WEYM 2722 2/23 Store #1 $2.05
0544400060ZLV72VL 2/24 225 Store #2 $12.11
55541860705RDYDOX 2724 2125 Store #3 $4.63
554328608008W30MO 2724 2725 Store #4 $114.95
054830709LYMRPTAL 224 2125 Store #5 $7.35
854338203FS8000Z5 2725 225 Pymt Thank You $450.00-

(transactions-continued on next page)

NOTICE: SEE REVERSE SIDE FOR IMPORTANT INFORMATION
Page Tof2

Pléase detach thia portion and return with your payment to insure ploper credit. Retain upper portion for your records.

Account Number: XXXX XXXX XXXX XXXX
New Balance $1,784.53
Minimum Payment Due:  $53.00
Payment Due Date 4/20112
it it o et AMOUNT ENCLOSED: |5 |

XXX Bank
P.O. Box XXXX
Anytown, Anystate XXXXX

dililintast b bbbt Blat bl bl
wlhl bt i bmbnla b bl hnkehibinindln

Page 10of 2
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G-18(F) Periodic Statement Form (contd.)

XXX Bank Credit Card Account Statement
Account Number XXXX XXXX XXXX XXXX
February 21, 2012 to March 22, 2012

Transactlons (cont.)

Reference Number
564891561545KOSHD
841517877845AK0JI0
895848561561894KOH
1871556189456 SAMKL
1542202074 TWWZV48
2564894185189LKDFID
4545754784KOHUIOS
14547847586KDDL564
2564561023184102315
55542818705RASDOX
289189194ASDSE744
178105417841045784
045148714518979874
8456152156181SDSA
312891052056 48AWD
04518478415615ASD
0547810544898718AF
0564894132168480P
054894561564 ASDW

'9525156489SFD45
564156156470 JSNDS
84151564SADS8745H
256489156189451516L

Trans Date  Post Date Description of Transaction or Credit
2125 2126 Store #6

2125 2/26 Store #7

2/26 2127 Store #8

2026 227 Store #9

2126 2126 Cash Advance
227 2128 Store #10

2127 an Balance Transfer
228 2128 Cash Advance
2/28 3n Store #11

371 anr Store #12

an Store #13

2 Store #14

34 Store #13

35 Store #15

am Store #16

Imnm Store #17

3/15 Store #18

3/16 Store #19

anr Store #20

Late Fee

226 2/26 Cash Advance Fae

227 227 Balance Transfer Fee

2128 2/28 Cash Advance Fee
) ___TOTAL FEES FOR THIS PERIOD
ieEasEe e

Interest Charge on Purchases
Interest Charge on Cash Advances
TOTALINTEREST FOR THIS PERIOD

2012 Totals Year-o-Da,
Total fees charged in 2012 $90.14
Total interast charged in 2012 $18.27

Interest Charge Calculation

Your Annual Percentage Rate (APR) is the annual interest rate on your account,

Purchases
Cash Advances
Balance Transfers

(v} = Variable Rate

14,99% (v)
21.99% (v)
0.00%

Page 2 af 2
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XXX Bank Credit Card Account Statement
Account Num ber XXOC XXXX XXXX XXXX
February 21, 2012 to March 22, 2012

Summary of Account Activity Payment Information

Previous Balance $80.52 Mew Balance $119.65
| gt“r““cm;m ‘528’33 Minimum Payment Due $10.00
ar Credits +50.,

. Purchases 5§52 13 Payment Due Date 4rzzanz
| Balance Transfers +$0.00 | Late Payment Warning: If we do not receaive your minimum

| Cash Advances +$0.00 payment by the date listed above, you may have to pay a $35
| Past Due Amount +80.00 | late fee and your APRs may be increased up to the Penalty

| Fees Charged +$37.00 | APR of 28.99%.

| Interest Charged +$0.00 | Minimum Payment Warning: If you make only the minimum

payment each period, you will pay more in interest and it will

New Balance $119.65 take you longer to pay off your balance. For example:

; Credit limit $2,000.00 | I you make no You will pay off the And you will

| Available credit $1,880.35 additional charges batance shown on and up paying

| Statement closing date 3222012 | ““;"‘fl iiis caid ‘:d this statement in - b

Days in billing cycle 30 TRt youl pay.. abot..
Only the min;mum 14 Foonths $130

QUESTIONS? payrnan

Call Customer Service W O KN BN " & 5

Lost or Stolen Credit Card 1o O KK KKK If you would like information about credit counseling services,

call 1-800- 200 )OO,

Please sand billing Inquiries and correspondance o)
PO Bax XXXX Anytown, Anystate YO0

Notice of Changes to Your Interest Rates

You have triggered the Penalty APR of 28.99%. This change will impact your account as follows:

L : As of 5M10M2, the Penalty APR will apply to these
J transactions. We may keep the APR at this level indefinitely.

Transactions made before 4/9/12° Current rates will continue to apply to these transactions
However, if you become more than 60 days late on your account, the Penalty APR will apply to
| those transactions as well.
|

Transactions
| Reference Number Trans Date Post Date Dascription of Transaction or Craedit Amount
| Payments and Other Credits |
| 854338203FS8O00ZS5 225 2025 Pyrmt Thank You $50.00-~ |
Purchases ]
| 5884186PS0388WEYM 222 2023 Store #1 $2.05
| 05444000680ZLV7T2VL 224 2025 Store #2 s$2.11
| 55541860705RDYDOX 224 228 Store #3 $4.63
554328608008Wa0M0 2724 225 Store #4 $4.95
| 054B8307T09LYMRPT4L 224 2025 Store #5 87.35
: 564891561 545KOSHD 225 2026 Store #6 $4.35
| 841517877 845AKONO 2125 26 Store #7 $2.35
| 895848561561 894KOH 226 227 Store #8 $7.68
187 15561894568 AMKL 226 27 Store #9 $4.76
| 2564894185189LKDFID 227 2028 Store #10 s2.87
555428187 05RASDOX an a2 Store #11 $3.76
| 178105417841045784 ar 3% Store #12 $2.35
| 8456152156181SDSA IS anz Store #13 $292
§ {transactions continued on next page)
NOTICE: SEE REVERSE SIDE FOR IMPORTANT INFORMATION
Pagw 1l 2
Plans dut o (v piiiin e Fouen b Yo uperiers 16 inaark e 1edh. Flekeen wbeav pormion fo ymar teeads
Account Number: KHXX XEXK KXXX XXXX
New Balance $119.65
Minimum Payment Due $10.00
Payment Due Date 412012
PR ndiie e chefay hic aded i AMOUNT ENCLOSED: | $ |

XXX Bank
P.O. Box XXXX
Anytown, Anystate JOCOCK

A T e e e R e e e e T
i i n i
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XXX Bank Credit Card Account Statement
Account Number XXXX XXXX XXXX XXXX
February 21, 2012 to March 22, 2012

Transactions (cont.)

Referance Number Trans Date  Post Date Dascription of Transaction or Cradit
, Fees
95251564895FD45450 2433 223 Lale Fes
 564156156470JSNDS 2 g2 kEnimum Charge
TOTAL FEES FOR THIS PERIOD
Interest Charged

intarest Charga on Purchasas
interast Charge on Cash Advances
TOTAL INTEREST FOR THIS PERIOD

2012 Totals Year-to-Date
Tokal fees charged in 2012 580.14
Total interast charged in 2012 51827

Amount

$35.00
$2.00
$37.00

$0.00
50.00
$0.00

Interest Charge Calculation
Your Annual Percertage Rate (APR) is the annual interest rate on your account.
Balance Subject to

Type of Balance Annual Percantage Rate (APR) Interest Rata
Furchases 14.95% (v) S$113.80
Cash Advances 21.95% (v} $0.00
Balance Transfers 0.00% $0.00

(vl = Variable Rate

Interest Charge
$0.00
$0.00
$0.00

G-18(H)—Deferred Interest Periodic
Statement Clause

[You must pay your promotional balance
in full by [date] to avoid paying accrued
interest charges.]
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G-19 Checks Accessing a Credit Card Sample

Interest and Fee Information

APR for Check 1.7% (Promotional APR through your November 2012 billing cycle)
Transactions

After November 2012, you will be charged the APR for Cash Advances, currently
21.99%.

Use by Date You must use the check by 4/1/12 for the promotional APR to apply, If you use the
check after that date, we may still honor the check but you will not receive the
promotional APR. Instead, the standard APR for Cash Advances will apply.

Fee Either 85 or 3% of the amount of each transaction, whichever is greater.

Paying Interest We will begin charging interest on these checks on the transaction date.

G-20 Change-in-Terms Sample (Increase in Annual Percentage Rate)

Important Changes to Your Account Terms

The following is a summary of changes that are being made to your account terms, For more detailed information, please
refer tothe booklet enclosed with this statement,

These changes will impact your account as follows:

Transactions made on or after 4/5/12; As of 51012, any changes to APRs described below will apply o these
transactions,

Transactions made before 4/9/12; Current APR will continue to apply o these ransactions.

If you are already being charqed a higher Penalty APR for purchases: In this case, any changes to APRS described below
will not go into effect at this time, Thesa changas will go into affact when the Penalty APR no longer applies to your
account,

Revised Terms, as of 5/10/12
APR for Purchases 16.99%
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G-21 Change-in-Terms Sample (Increase in Fees)

Important Changes to Your Account Terms

The following is a summary of changes that are being made to your account terms. These changes will take effect on
5M10M2. For more detailed information, please refer to the booklet enclosed with this statement.

You have the right to reject these changes, unless you become more than 60 days late on your account. However, if you
do reject these changes you will not be able to use your account for new transactions. You can reject the changes by
calling us at 1-800-XXX-XXXX.

- _Revised Terms, as of 510/12
Late Payment Fee Up to $35.
Returned Payment Fee Up to $35.

G-22 Penalty Rate Increase Sample (Pavment 60 or Fewer Days Late)

Notice of Changes to Your Interest Rates

You have triggered the Penalty APR of 28.99%. This change will impact your account as follows:

Transactions made on or after 4/9/12: As of 5/10/12, the Penalty APR will apply to these
fransactions. We may keep the APR at this level indefinitely.

Transactions made before 4/9/12: Current rates will continue to apply to these transactions.
However, if you become more than 60 days late on your account, the Penalty APR will apply to
those transactions as well

G-23 Penalty Rate Increase Sample (Pavment More Than 60 Days Late)

Notice of Changes to Your Interest Rates

You have triggered the Penalty APR of 28 .99% because we did not receive your minimum
payment within 60 days of the due date, As of 5/10/12, the Penalty APR will apply to all existing
balances and new transactions on your account.

If you make six consecutive minimum payments starting with your first payment due after 5/10/12,
your rate for transactions made before 4/9/12 will return to the Standard APR. If you do not make
these six consecutive minimum payments, we may keep the Penalty APR on your account
indefinitely.

BILLING CODE 4810-AM-C
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G-24—Deferred Interest Offer Clauses

(a) For Credit Card Accounts Under an Open-
End (Not Home-Secured) Consumer Credit
Plan

[Interest will be charged to your account
from the purchase date if the purchase
balance is not paid in full within the/by
[deferred interest period/date] or if you make
a late payment.]

(b) For Other Open-End Plans

[Interest will be charged to your account
from the purchase date if the purchase
balance is not paid in full within the/by
[deferred interest period/date] or if your
account is otherwise in default.]

G-25(A)—Consent Form for Over-the-Credit
Limit Transactions

Your Choice Regarding Over-the-Credit Limit
Coverage

Unless you tell us otherwise, we will
decline any transaction that causes you to go
over your credit limit. If you want us to
authorize these transactions, you can request
over-the-credit limit coverage.

If you have over-the-credit limit coverage
and you go over your credit limit, we will
charge you a fee of up to $35. We may also
increase your APRs to the Penalty APR of
XX.XX%. You will only pay one fee per
billing cycle, even if you go over your limit
multiple times in the same cycle.

Even if you request over-the-credit limit
coverage, in some cases we may still decline
a transaction that would cause you to go over
your limit, such as if you are past due or
significantly over your credit limit.

If you want over-the-limit coverage and to
allow us to authorize transactions that go
over your credit limit, please:

—Call us at [telephone number];

—Visit [Web site]; or

—Check or initial the box below, and return
the form to us at [address].

_T'want over-the-limit coverage. I
understand that if I go over my credit limit,

my APRs may be increased and I will be
charged a fee of up to $35. [I have the right
to cancel this coverage at any time.]

[ Tdo not want over-the-limit coverage.
I understand that transactions that exceed my
credit limit will not be authorized.]
Printed Name:

Date:

[Account Number]:

G-25(B)—Revocation Notice for Periodic
Statement Regarding Over-the-Credit Limit
Transactions

You currently have over-the-credit limit
coverage on your account, which means that
we pay transactions that cause you go to over
your credit limit. If you do go over your
credit limit, we will charge you a fee of up
to $35. We may also increase your APRs. To
remove over-the-credit-limit coverage from
your account, call us at 1-800-XXXXXXX Or
visit [insert Web site].

[You may also write us at: [insert address].]

[You may also check or initial the box
below and return this form to us at: 